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For over 30 years we have supplied the heating 
trade, and also hundreds of appliance manufactur- 
ers, with efficient, dependable gas burners for every 
purpose. We are equipped to design and make any 
type of burner unit you need for any appliance. 
Call on us. 


Our engineering and laboratory facilities are maintained 
for your benefit. Ask for Catalog on all types of burners, for 
any kind of gas, also pressure regulators and automatic con- 
trols. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 
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gee multiplication of Federal regula- 
tory commissions has been one of 
the most noteworthy developments of our 
government at the national level during 
the past two decades. As late as 1920 
there was only one Federal regulatory 
commission exclusively devoted to the 
control of a public service industry. That 
was the Interstate Commerce Commis- 
sion, which has been doing business in 
Washington, D. C., for more than three 
score years. 


It was in 1920 that Congress debated 
the establishment of what was then called 
a Federal Water Power Commission. A 
suggestion was heard that this function 
could perhaps be handed over to the ICC, 
along with other odds and ends of Fed- 
eral utility regulation which might later 
develop. But the sound idea that railroad 
regulation was a big enough job in itself 
finally prevailed. So, the predecessor of 
the present Federal Power Commission 
was born. : 


Topay, we have a half-dozen full-time 
Federal commissions, devoting their ma- 
jor attention to regulating various phases 
of public utility operation. These are, in 
addition to the two mentioned above, the 
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Federal Communications Commission, 
the Securities and Exchange Commis- 
sion, the Maritime Commission, and the 
Civil Aeronautics Board. 


EVEN this list does not include certain 
other specialized Federal regulation, such 
as the Atomic Energy Commission or the 
stockyard regulatory functions of the De- 
partment of Agriculture, both of which 
are parallel, to some extent, with the 
other forms of Federal utility regulation. 


fe wisdom of this decision to divide 
up these regulatory responsibilities 
has been proved, time and again—ever 
since Congress decided that railroad 
regulation (under the ICC) was what the 
lawyers called “sui generis.” In other 
words, the fact that each form of utility 
regulation has special requirements, as 
well as special legal and economic charac- 
teristics, is now well recognized. But it is 
interesting and profitable for students 
and practitioners of all forms of regula- 
tion to make comparisons from time to 
time. 


In the opening article in this issue is 
such an analysis of the similarities and 
dissimilarities of commercial air carrier 
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Management- Stockholder Relations 


The setting up and prosecution of a proxy solicita- 
tion is a highly specialized segment in the field of man- 
agement-stockholder relations. 


We work exclusively in this field and employ a 
specially trained staff which covers virtually all of the 
United States and the important sections of Canada. 


Our organization has been thoroughly tested for 
competence, capacity and integrity by many leading cor- 
porations in assignments which include the largest ever 
undertaken in the field of professional proxy solicitation. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 





National or Sectional Coverage 





® + 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON * CHARLESA.NICHOLLS «+ PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK &, NEW YORK 
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regulation as compared with other forms 
of Federal regulation of public service in- 
dustries. OswaLp RYAN, vice chairman 
of the Civil Aeronautics Board, is ad- 
mirably fitted to discuss comparative 
regulation by Federal commissions. He 
has had his share of it. 


AFTER graduating from Harvard Uni- 
versity, with honors, in 1911, Mr. Ryan 
returned to his alma mater to study law 
and teach history. He started his profes- 
sional career in his native state of Indiana 
as a private lawyer. He became state’s 
attorney, and city attorney of Anderson, 
Indiana. He was made general counsel 
for the Federal Power Commission in 
1932. He was appointed to the then Civil 
Aeronautics Authority by President 
Roosevelt in 1938 and has since been re- 
appointed to the present CAB. 


* * * * 


RANK E, SOUTHARD, whose article on 

the ““Predicament of the Small Tele- 
phone Company” begins on page 704, 
is another author with a considerable 
background of experience in the field of 
regulation. He nas been chairman of the 
Maine Public Utilities Commission since 
1935. 


He has taken a special interest in 
the problems of small independent tele- 
phone companies in his native state. 

7 * * * * 


Louis DONNELLY, of the editorial 
e staff of the New York Journal of 
Commerce, the second part of whose 
article on the origin of utility plant names 
appears in this issue, recently explained 
to us how he organized this series of 
articles. It appears that, as part of his 
journalistic duties, he was called upon to 
visit some of the named plants in various 
sections of the country. He actually met 
some of the men who were honored by 
having plants named after them. One of 
these was B. C. Cobb, in whose honor a 
plant of the Consumers Power Company 
was dedicated in ceremonies at Muske- 
gon, Michigan, in April of this year. 
Even while DoNNELLyY’s curiosity was 
aroused as to how general this prac- 
tice was, the ForTNIGHTLY editors as- 
signed him to the project of collecting 
such data for an article. 
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J. LOUIS DONNELLY 


AVAILABLE lists of stations did not 
readily identify “name plants.” So, it 
was necessary to check against locations. 
A long list of utility companies was con- 
tacted. Mr. DONNELLY tells us that in all 
cases the managements codperated 100 
per cent. For that reason, the editors 
would like to join Mr. DoNnNELLY in 
thanking all those who have supplied, or 
helped to supply, the information which 
went into the DoNNELLY series. It is en- 
tirely possible that some plant names have 
been overlooked in this survey, in which 
event the information may be used at a 
later date. Mr. DONNELLY also tells us 
that he regrets being unable to use all of 
the splendid source material furnished. 


It was our original idea to have a single 
article which might take eight or ten 
pages. That grew into a proposed 2-part 
series, as soon as the author began to plan 
his investigation. And the project kept 
growing when returns began to come 
back from the questionnaires to the 
various public utility companies. The net 
result, after some condensation, was a 
4-part series, exceeding 16,000 words. 


THE next number of this magazine will 
be out December 8th. 


oo 
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Put Your Records 
at Your Fingertips 











SAVE98 % FILING SPACE by micro- 
filming your inactive and semi-active 
records. A single roll of 16mm micro- 
film holds the contents of the average 
file drawer. If you use the 8mm prin- 
ciple of microfilming, you more than 
double your space saving and reduce 
your film cost by 50%. A single film- 
file placed next to your desk, holds mil- 
lions of microfilm records. Each one is 
at your fingertips. There is no walking 
back and forth to file cabinets, no search- 
ing among dusty old records. Your 
record file is clean, compact, convenient. 





INDEX YOUR RECORDS as you micro- 
film them. Our exclusive Microdex system 
gives you records accurately indexed—filed- 
on-film in the same way you file them in a 
drawer. Each record is permanently filed in 
relation to all others—cannot be lost, altered, 
misfiled or misplaced. Microdex means 
fast reference. 


FIND RECORDS FASTER with our new Reader-Desk. 
In one minute or less you can locate any record among 
the thousands on a roll of Microdexed film. This Reader- 
Desk is tops in operator convenience, simplicity of 
construction, ease of operation, and speed of reference. 





Only Remington Rand offers this complete choice to help you 
use microfilm in the way you find most practical, economical 
and efficient for your own institution: 


@ You can buy equipment outright or on convenient terms. 
@ You can rent equipment at low monthly rates. 
@ You can have our Service Department microfilm your records. 





For complete information, write to Room 296, Systems — 
Photo Records, Management Controls Division, Remington 
Rand Inc., 315 Fourth Avenue, New York 10. 


FOR GREATER BUSINESS EFFICIENCY—USE RECORD PHOTOGRAPHY e Rand 
Copyright 1949 by Remington Rand Inc. 
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Coming IN THE NEXT ISSUE 


* 


HOW A UTILITY COMPANY RAISED COMMON STOCK CAPITAL 


Discussion of important features of a successful plan employed 
in obtaining funds, a procedure which departed from conven- 
tional methods of offerings, by H. Edwin Olson, vice president 
of The Columbia Gas System, Inc. 


THE WEST COAST LOOKS TO COAL FUEL 


So much is said about hydroelectric development on the West 
coast that the importance of steam-generated electricity has 
been overshadowed in the minds of many people. Bert P. Manley, 
executive secretary of the Utah Coal Operators Association, 
gives us an account of the big part played by coal in the power 
picture, as well as the over-all fuel picture, of the West. 


THE UTILITY SHOW MUST GO ON 


James H. Collins, Hollywood, California, author and editor, 
tells how the hazard of major service breakdowns is insured 
against by building ample margins in plant—and also by “‘pre- 


ventive maintenance." 


WHAT'S IN A NAME? PART Ill. 


A further account by J. Louis Donnelly of the origin of names 
given to plant buildings and structural works of public utility 


companies. 


* 


A | SO... Special financial news, digests, and interpretations of court and com- 


NOV. 24, 1949 


mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 


10 
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... aS fundamental 
in principle 
as the wheel 


Like the smooth, rolling action of the wheel, the coiling upward aciion of 
Kinnear Rolling Doors involves a basic principle of highest operating 
efficiency. You can change the wheel’s “face” in hundreds of ways, but 
you can’t find a better way to do its job. By the same token, the basic 
advantages of Kinnear Rolling Doors give you the best answer to door needs. 
Kinnear’s rugged curtain of interlocking metal slats opens straight upward. 
It coils compactly out of the way above the opening. Floor, wall and even 
ceiling space remain fully usable at all times. It clears the opening from 
jamb to jamb, and from floor to lintel, completely out of traffic’s way. When 
open, it is safe from damage by wind or vehicles. When closed, it presents 
an a barrier. that assures extra protection against storms, intruders, 
or fire. 

In addition, Kinnear Rolling Doors provide smooth, easy operation under all 
conditions. They may be controlled manually, mechanically (by chain or 
crank) or electrically. Motor operated doors can be equipped with any 
number of remote control switches, for highest convenience. Kinnear Rollin 
Doors are built of various metals, in any size, for easy installation in old 
or new buildings. Let us send you complete information. 





Saving Ways in Doorways 


KINNEAR Bu 


ROLLING DOORS) 
Offices and Agents in All Principal Cities 
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“There never was in the world two opitons alike.” 


JoHN JEWKES 
Professor of political economy, 
University of Manchester. 


Exceret from “The Guaranty 
Survey,” published by Guaranty 
Trust Company. 


Warren K, Lewis 
Professor emeritus of chemical 
engineering, Massachusetts 
Institute of Technology. 


ELDRIDGE PETERSON 
Editor, Printers Ink, 


+ Burr P. CLEVELAND 
President, New York State 
Bankers Association. 


WINSTON CHURCHILL 
Former Prime Minister of 
Great Britain. 


Puuuip Sporn 
President, American Gas & 
Electric Company. 
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“At the root of our [British] troubles lies the fallacy 
that the best way of ordering economic affairs is to place 
the responsibility for all crucial decisions in the hands 
of the state.” 

* 


“It is impossible to believe that in a budget of nearly 
$42 billion, more than three times the 1941 total, room 
cannot be found for savings sufficient to obviate the choice 
between a Treasury deficit and higher tax rates.” 


* 


. it would seem that during the last two decades 
economists have made the most definite bid for national 
leadership in the economic area, but it is not entirely 
clear that the results have greatly enhanced their pro- 
fessional prestige with the general public.” 


* 


“Better education and more leisure time may step in to 
help us all meet these demands that security and speed 
impose upon us, all the while imposing other problems as 
we seek to maintain our individuality against forces at 
work to standardize us all as individuals and as a nation.” 


* 


“Credit is the basis of all commerce and commerce is 
the keystone of all progress whether economic, scientific, 
or social. Practically all business is conducted on the 
basis of credit extended by the banks. Thus, the progress 
of America has been dependent upon the bankers of 
America.” 


“ 


6 


“Rigid centralized direction, imposing its will on em- 
ployees does so far more harshly than any private man- 
agement would have dared or needed to do. And the power 
of the trade unions in collective bargaining, which is the 
foundation of British industrial liberty, is incompatible 
with state-controlled industry.” 


- 


“We are going ahead with plans for expanding our 
power facilities, and only some catastrophic turn in events, 
either internal or external, will stop us. We feel that the 
growth in demand for electric energy will not stop, al- 
though it may slow down, but in either event we must go 
on to assure that an abundance of power will continue 
into the future.” 


12 
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We can dig up the facts in 1/2 the time! 


ET us come up with the facts about con- 
sumers’ usage data for you. 


We can analyze your bills in %4 the time it 
would normally take in your office—and at 
approximately 1% the cost. 


How? Why? 


Our trained personnel use the Bill Frequency 
Analyzer—which we designed especially for 
This electro-mechanical equip- 
ment analyzes as many as 200,000 bills each 
day. The cost to you, therefore, is but a 
tiny fraction of a cent per item. 


utility use. 


We do customer usage data day after day 
for many utilities all over America. We'd like 
to go to work for you, too. 


Want more facts? 


Send for the FREE booklet, “The One Step 
Method of Bill Analysis” that gives you the 
facts about this accurate and economical 
method of compiling consumers’ usage data. 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers in one step. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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14 REMARKABLE REMARKS—( Continued) 


JouN Foster DULLES 
U. S. Senator from New York. 


Epwin L, JAMES 
Managing editor, The New 
York Times. 


Joun R. DUNNING 


Professor, Columbia University. 


W. P. WITHEROW 


President, Blaw-Knox Company. 


Epitor1AL STATEMENT 
The (New York) Sun. 


Henry H. HEIMANN 
Executive manager, National 
Association of Credit Men. 


W. G. VoLLMER 
President, Texas & Pacific 
Railway Company. 


“It is easy to see and understand that great centralized 
power is dangerous. But unfortunately those in power 
usually have a blind spot. They do not seem to realize 
this simple truth when it applies to themselves.” 


* 


“Much is often made of the fact that newspapers are 
businesses and dire deductions are drawn therefrom, I 
consider it a very good thing that our newspapers are 
businesses and economically independent. For what is the 
alternative? It is newspapers supported by some interest 
or party.” 


* 


“Nuclear energy should provide a new source of energy 
which can be added to the others, and as a scientist and 
engineer, I believe that through this broad use of energy 
we have both a gradually expanding basis and an abso- 
lutely necessary foundation on which to build if we are 
eventually to make possible the good life for all peoples.” - 


* 


“There is an inclination in some quarters to regard in- 
dustry as a convenient source for every conceivable kind 
of revenue, a source that can be tapped at will without 
ill effect. This is a fallacy. Care must be exercised to 
avoid draining America’s productive machine and risking 
permanent damage to both its productive strength and 
employment opportunity.” 


* 


“.. the concept of the present administration, like that 
of its predecessor, is the ‘blank check’ concept. Anything 
which tends to put a curb on any of its pet schemes is 
‘false economy.’ Now and then it gives a bit of lip service 
to the idea of thrift, of somehow cutting down expendi- 
tures to meet income, but it has given no leadership in 
the fight for sound economies.” 


> 


“Time is running out on our uneconomic fiscal policies. 
After two decades of a spending philosophy we are now 
getting nearer to settlement day. It is amazing that it took 
so long to bring us face to face with the naked facts. Only 
an inherently strong nation, one of tremendous produc- 
tive capacity, great industry, and vast natural resources 
including a fertile soil, could have deferred settlement 
day so long.” 


* 


“An analysis of government planning and government 
control reveals there isn’t a particle of difference between 
the two. Government economic planning cannot be carried 
forward on a voluntary basis. The government must have 
the power to execute its plans. And if the government has 
the power to do that, then it has the power to control 
and regiment the lives of the people and the economy of 
the nation. And that is Socialism.” 
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CHAMPIC 


On Every Count 


Powerful performance, rugged good looks, extra 
economy, long life . . . you can demand any or all of 
these and get them in full measure in a GMC ‘‘450.”” 
Truck-built for the tough truck transport jobs, these 
champions of the 2%-ton field pull their loads with 
brilliantly performing, GMC-built, 270 cubic inch 
‘‘Army Workhorse”’ engines .. . they carry their loads 
on strong, sturdy chassis that have deep, stiff frames 
and heavy, rugged axles . . . and out front of the 
loads their ‘“‘king-sized’’ cabs offer comfort, con- 
venience and safety that’s unsurpassed. 

Added to all this are such outstanding qualities as 
GMC’s exclusive, frame-mounted, bumper-bar grille 
... gross weight ratings of 19,000 to 37,000 pounds... 
equipment options to meet the road and load 
characteristics of your hauling job. Your nearest 
GMC dealer has complete data on all ‘*450”’ models. 


GMC TRUCK & COACH DIVISION ¢ GENERAL MOTORS CORPORATION 
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Inspection & Expediting « Insurance » Purchasing + Rates & Pricing + Research + Sales & ee Taxes + Traffic 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) * 








WVe\ VX 


a eg ame 


November 24, 1949 Public Utilities Fortnightly 








1 to 30,000 


Distribution of operating company equities to owners of 
utility holding company stocks creates many new prob- 
lems. Instead of a single common stockholder the 
operating company finds itself with many thousands, 
necessitating additional personnel to handle dividends, 
reports and proxies for regular or special meetings. 


Many of these problems can become routine 
with the help of our experienced organization. 


W hy not write today for a copy of our leaflet 
“W hat we do—How we do it.” 


GEORGESON & CO. 


Specialists in Stockholder Relations 
52 Wall Street, New York 5, N. Y. 
Telephone HAnover 2-1470 
Boston - Philadelphia - Chicago - Los Angeles - San Francisco 
Representatives in all Principal Cities 


at 
<.<SUNSTRAND 


5 For Guy and Suspension Lines 
—and Other Utility Uses 


Uniform - Strong - Long-Lived - Economical 
Sunstrand Wire Rope is made on the 
=~ most modern wire rope machines in use 
today. All types and sizes are available 
including 1 x 7 construction galvanized 
steel strand made to ASTM specifications. 
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SUNBURY WIRE ROPE 


MANUFACTURING COMPANY 
880 South Second Street, Sunbury, Pa. 
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TRANSFORMER FIRES 
PUT OUT BY MULSIFYRE . . . FAST 





@ When an oil fire breaks out in transformers 
protected by a Mulsifyre system, a battery of 
spray projectors puts out the fire... fast. Auto- 
matic, heat-actuated release devices assure quick 
operation. Extinguishment occurs within a few 
seconds after the emulsion-forming spray 
strikes the burning oil surface. 

Mulsifyre projectors are approved by Under- 
writers’ Laboratories, Inc. for extinguishing 
fires in flammable oils immiscible with water, 
wherever such oil is a fire hazard. There is no 
conductivity along the discharge of a Mulsifyre 
projector when the spray strikes conductors 
carrying high voltages. 

Mulsifyre systems have proven their effec- 
tiveness during fifteen years of extinguishing 
transformer fires. Today they protect hundreds 
of installations all over the world. 


@ Mulsifyre high-velocity projectors produce 
drops large enough and drive them fast enough 
to penetrate the flames without complete vapor- 
ization in flight, but limit their velocity so the 
surface of the burning liquid is agitated into an 
emulsion instead of passing through the oil 
without fire-extinguishing effect. After a period 
of time, the emulsion breaks down, oil and 
water separate, and the oil can be reclaimed. 
For detailed information on Mulsifyre Systems 
write to: Grinnell Co., Inc., Providence, R. I. 
Branch offices in principal cities, 


GRINNELL 


FIRE 





PROTECTION 





SYSTEMS 
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Looking for Low-Cost 
Steam Production? 


These three trade-marked coals are consistently win- 
ning enviable reputations as dependable guides to 
high efficiency at surprisingly low cost. Test the one 
our engineer recommends for your plant. See for 
yourself that one of these famous precision coals will 
assure more profitable operations. 


GRAHAM Coal... BROWDER Coal. .. POWER- 
HOUSE Coal . . . are designed specifically for public 
utility use. Produced in Western Kentucky by the most 
modern methods known to the industry, all three have 
proved to be dependable, low-cost power producers. 


Big steady production and tremendous reserves assure an 
ample supply for years to come. The result of a test in 
your plant is likely to show the way to lower steam costs. 


from One of the Most 
Highly Developed Cool Field: 


Specialized Service Be ewes 

Our staff of fuel | eng e Scientifically Prepared 
for counsel right in your plant. Only Southern 

can provide you this specialized service backed _ 


by 53 years experience in the coal business PLUS _ 
a studied concentration on industrial coals. 


Write or telephone our nearest office. __ 
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ANY WAY YOU FIGURE IT... _ 


© STAMINA © SPEED © POWER © MANEUVERABILITY © MOBILITY 
© LOW OPERATING AND MAINTENANCE COSTS © VERSATILITY 
© GENERAL ALL-AROUND DEPENDABILITY AND LONG LIFE... 





THAT’S WHY THEY ARE TOPS AS A PROFITABLE INVESTMENT 


CLEVELAND TRENCHERS are sure to pay you big dividends on your original 
investment in many ways—first, because of their speed, ease of handling and 
ample smooth-flowing power, they deliver maximum trench yardage in a 
minimum of time and set a fast pace for the following crews, enabling you 
to meet and beat schedules; second, because their rugged, unit-type, superior 
quality construction and fine engineering enable them to deliver long 
uninterrupted performance with a minimum of maintenance and repair costs; 
third, because of their low fuel consumption and general low operating ex- 
pense; fourth, because of their mobility that permits application on more jobs. 


See your local CLEVELAND distributor and let him prove to you why it will 

pay you to put CLEVELANDS on your trenching projects whether they are 

for long main lines, distribution lines, service lines or for stripping pipe. 
® 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE CLEVELAND 17, OHIO 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 



































Utilities Almanack 














+7 NovEMBER @ 





I Thanksgiving Day, 1949! 





7 Sgt ase of Agricultural Engineers will hold winter meeting, Chicago, Iil., 
ec, 19- 





1 National Farm Electrification Conference will be held, Chicago, Ill., Dec. 20-22, 1949. 





I American Society of Mechanical Engineers begins annual meeting, New York, 
N. Y., 1949. 53 : ‘= ci) 





{ Exposition of Chemical Industries opens, New York, N. Y., 1949. 











{ National Personnel Conference of the Gas Industry ends, Cincinnati, Ohio, 1949. 











§ Plant Maintenance Show and Conference will be held, Cleveland, Ohio, Jan, 16-19, 1950. 





+ DECEMBER @ 





{ American Society of ary and Ventilation Engineers will hold annual meeting, 
Dallas, Tex., Jan. 23-27, 1 











1 Southwest Air Conditi g Exposition will be held Dallas, Tex., Jan. 23-27, 1950. 





{ Texas Telephone Association will hold annual convention, San Antonio, Tex., 
Mar, 6—8, 1950. 





{ American Society of Refrigerating Engineers begins annual meeting, Chicago, Iil., 1949. 





4 American Water Works Association, Southeastern Section, begins annual meet- ) 
ing, Albany, Ga., 1949. 





New England Gas Association will hold annual meeting, Boston, Mass., Mar. 23, 24, 1950. 














{ Interstate Oil Compact Commission ends annual winter meeting, New Orleans, La., 1949. 
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Thread for Power’s Networks 
Hyster loader stacking 600-pound reels of conductor. 
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Regulation of Air ‘Transportation 
Under Civil Aeronautics Act 


An analysis of the similarities and dissimilarities of 
air carrier regulation as compared with regulation 
of older forms of utility service. 


By OSWALD RYAN* 
VICE CHAIRMAN, CIVIL AERONAUTICS BOARD 


HILE the Civil Aeronautics 

W Act of 1938, as amended,’ im- 
poses the Federal regulatory 

power upon several phases of civil 
aviation, including private flying,*® the 
aircraft manufacturing industry,’ 
flight training,* and other aeronautical 
interests,® in its regulation of the air 
lines as common carriers of the air, the 
act® is dealing with a public utility in- 
dustry and, in that respect, follows 
somewhat the same general regulatory 
pattern as that with which the Inter- 


*For additional personal note, see “Pages 
with the Editors.” 


state Commerce Commission is con- 
cerned in its regulation of rail and mo- 
tor carriers,” or the Federal Power 
Commission in its regulation of inter- 
state power and gas.* Thus, a certifi- 
cate of public convenience and neces- 
sity is required as a condition to en- 
trance into the air transport industry ;* 
rates for passengers, property, and 
mail are subjected to the jurisdiction 
of the board; mergers, consolida- 
tions,” acquisitions of control, and 
other intercorporate relations” are 
subject to board control ; adequate and 
nondiscriminatory service is re 
quired ;* and unfair methods of com- 
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petition are proscribed by the board." 
It would be a mistake, however, to 
assume that the analogy is complete or 
that the pattern of regulation is the 
same. The Civil Aeronautics Act of 
1938 reveals some fundamental de- 
partures from the usual regulatory 
statute. In the first place, the act has 
a developmental as well as a regulatory 
purpose, Thus, the Civil Aeronautics 
Board is given the responsibility in § 2 
of the act of fostering and promoting 
the development of a national system 
of air transportation, both domestic 
and foreign, which will be adapted to 
the needs of our commerce, our postal 
service, and our national defense. The 
board has pointed out that this pro- 
vision embraces, in comprehensive 
language, the objectives of the act, and 
that the other paragraphs of the sec- 
tion serve to complement and point the 
way toward the achievement of these 
broad objectives. Re National Air- 
lines, Daytona Beach-Jacksonville Op- 
eration (1940) 1 CAA 612, 616. 


HE promotional character of the 
act was emphasized in the board’s 
decision in the Air Freight Case, 
Docket No. 810 decided July 29, 1949. 
There the board stated (page 27 et 
seq. of the mimeographed opinion) : 


. .. it is essential in disposing of the 
present case that we keep in mind the 
nature of the basic issue involved. 
That issue is primarily promotional in 
character and relates to developmental 
rather than purely regulatory pur- 
poses. This characteristic of the statu- 
tory scheme serves to distinguish the 
Civil Aeronautics Board from judicial 
tribunals and even from many regula- 
tory bodies. Thus the Civil Aeronau- 
tics Board, in addition to regulatory 
functions which are concerned with 
the protection of the users of a public 
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service, has been entrusted by the Con- 
gress with a major promotional and 
developmental responsibility—the en- 
couragement and development of a na- 
tional system of air transportation 
which will be adequate to the needs of 
commerce, the postal service, and the 
national defense. 

Throughout the text of the Civil 
Aeronautics Act runs the unmistak- 
able thread of this developmental ob- 
jective. The board is directed “to con- 
sider as being in the public interest 
and in accordance with the public con- 
venience and necessity the encourage- 
ment and development” of the national 
transportation system above described. 
It is to fix mail rates, not in accord- 
ance with the orthodox standards of 
fair and reasonable compensation for 
service performed, but with due re- 
gard to the financial need of the car- 
rier “to maintain and continue the de- 
velopment” of a national system of air 
transportation adequate to the national 
objectives mentioned. Thus the Civil 
Aeronautics Act is not designed wholly 
as a code for the adjustment of con- 
flicting private rights through adjudi- 
cations, but expresses the desire of 
Congress, through administrative con- 
trol, to encourage and guide the de- 
velopment of a dynamic industry vi- 
tally related to the national interest. 


Air transportation, therefore, pos- 
sesses all the characteristics of a pub- 
lic utility, but with the added national 
interest which arises from its signifi- 
cance to the national security. 


PS esate fact which distinguishes 
the air-line industry from other 
public service industries is the fact that 
a substantial part of the air-line net- 
work which is subject to the regulatory 
power is not limited to the United 
States but reaches into every country 
of the world.“ Our United States flag 
carriers operate not only into all Amer- 
ican states and territories but reach in- 
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to every country but one of the West- 
ern Hemisphere” and into all of the 
major countries and many smaller 
countries of Europe, Africa, Asia, and 
Australia, save only Russia and cer- 
tain of her satellite states. 

These differences between air trans- 
portation and other public utility in- 
dustries have necessarily required some 
variance from the usual regulatory 
pattern. Thus, the regulation of the 
United States flag carriers was com- 
plicated by the fact that our major reg- 
ulatory decisions had to have the con- 
currence of other nations which were 
involved in our international services. 
This arose out of the basic doctrine of 
international law which declares that 
every nation possesses sovereign con- 
trol over the air space above its own 
territory.” This means, for example, 
that a certificate of public convenience 
and necessity authorizing an interna- 
tional air service could not become ef- 
fective without the consent of the 
countries through which that service 
was to operate, and that the scope of 
the proposed operations would also de- 
pend upon the concurrence of these 
other countries. 


ce of the greatest controversies 
among the countries engaged in 
international civil aviation has in- 
volved the right of international air 


carriers to carry fifth freedom traffic; 
that is, the privilege of the carriers of 
one country to take on or put down in 
a foreign country, passengers, mail, 
and cargo originating in or destined 
for the territory of another foreign 
country.”* Failure of the conference at 
Geneva” to arrive at agreement on a 
multilateral treaty was largely due to 
the desire of the countries there repre- 
sented to restrict fifth freedom traffic 
rights because they were competitive 
with local services. The necessary co- 
Operation of these other governments 
is accomplished through international 
treaties and agreements which touch 
many of the regulatory problems.” 
And since the President and Secretary 
of State regularly designate one or 
more members of the Civil Aeronau- 
tics Board to serve on the United 
States delegations charged with the 
negotiation of these agreements with 
other governments, the members of 
the board find themselves periodically 
engaged in diplomatic functions in ad- 
dition to their regulatory and develop- 
mental duties.™ 

Another regulatory complication 
arises from the fact that the United 
States in the international field does 
not have the legal power to control the 
total amount of competition offered 
over the international air routes. 
While the board can, of course, con- 
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mental departures from the usual regulatory statute, In the 


q “THE Civil Aeronautics Act of 1938 reveals some funda- 


first place, the act has a developmental as well as a regulatory 
purpose. Thus, the Civil Aeronautics Board is given the re- 
sponsibility in § 2 of the act of fostering and promoting the 
development of a national system of air transportation, both 
domestic and foreign, which will be adapted to the needs of 
our commerce, our postal service, and our national defense.” 
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trol the quantum of service offered by 
United States flag carriers on interna- 
tional routes, it can control the serv- 
ices of foreign carriers over the same 
routes only to the extent of its power 
to grant or withhold operating rights 
to foreign air carriers. The board, in 
deciding the number of U. S. services 
to be authorized on a particular inter- 
national route, must estimate the com- 
petitive effects of foreign services up- 
on the same route.™ This has not been 
an easy task. Thus the problem of 
regulating competition on an interna- 
tional route becomes quite different 
from that of regulating competition on 
a domestic route, where the board has 
complete control of the amount of the 
total services. 


. is clear, therefore, that the regula- 
tory task in the air transport in- 
dustry is not a mere duplication of the 
regulatory task in other public utility 
industries. In developing methods 
and procedures for the regulation of 
air transport, the Civil Aeronautics 
Board, has been constantly aware of 
the differences which existed between 
it and other utilities. The board was 
not always in a position to borrow the 
regulatory policies and methods em- 
ployed by other public utility bodies. 
In developing procedures for fixing 
mail rates, for example, it must keep 
in mind that its function is not to fix 
a “reasonable rate’ in the public utility 
sense to compensate the carrier for 
transporting the mail, but to provide a 
rate which will enable the carrier to 
make its appropriate contribution to 
the development of a national system 
of air transportation which would be 
adequate to the needs of our com- 
merce, our postal service, and our na- 
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tional defense. In fixing air-mail rates 
for the international operations, for 
example, political and security factors 
may at times become more important 
than traffic considerations. The board is 
thus dealing with the air-mail rate not 
alone as a compensation for carrying 
the mail, but as an instrument of na- 
tional policy, and its rate principles and 
techniques have had to be adapted to 
the special objectives prescribed by 
that policy. 

During the eleven years of its his- 
tory, the board has not only sought 
to develop procedures which would be 
adapted to the needs of a unique and 
revolutionary transportation, but has 
striven for procedures which would 
meet the sound requirements of admin- 
istrative justice, Several of these 
measures may be mentioned by way of 
illustration. 


—— in its history the board ad- 
dressed itself to the task of ac- 
complishing a separation of the func- 
tions of adjudication and prosecution 
or advocacy. It set up a public coun- 
sel system under which attorneys from 
the board’s legal department appear in 
all major economic proceedings for the 
purpose of assuring an adequate rec- 
ord and exploring the public interest in 
a case. It also set up enforcement at- 
torneys whose duty is to prosecute all 
violations of the economic provisions 
of the Civil Aeronautics Act and the 
board’s economic regulations. These 
officers, while members of the board’s 
staff, are vested with complete inde- 
pendence of action during the course 
of the proceedings in which they par- 
ticipate, and are treated by the board 
the same as counsel for the private par- 
ties to the proceeding. Their views and 
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Specific Features of Air Regulation 


eis ts clear. . 


. that the regulatory task in the air transport industry 


is not a mere duplication of the regulatory task in other public 
utility industries. In developing methods and procedures for the regula- 
tion of air transport, the Civil Aeronautics Board has been constantly 
aware of the differences which existed between it and other utilities.” 





positions are presented publicly, and 
not privately, to the hearing examiners 
and the board. The role of public coun- 
sel or enforcement attorney ends with 
the presentation of oral argument to 
the board in those cases in which oral 
argument is received. 

Under the 1940 reorganization or- 
ders of-the President, violations of 
the safety provisions of the act and the 
board’s Civil Air Regulations are 
prosecuted before the board by the at- 
torneys for the Civil Aeronautics Ad- 
ministration, which is an agency sep- 
arate and apart from the board, These 
prosecuting officials are, therefore, 
completely independent. Through 
these organizational and procedural 
arrangements the board has been able 
to preserve a judicial status in the dis- 
charge of its various functions and to 
avoid involvement in the functions of 
prosecution and advocacy. 

A further device for accomplishing 
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a fair hearing is the board’s practice 
of affording opportunity for com- 
ments by interested persons and, in 
many cases, holding hearings before 
any regulation affecting the air-line in- 
dustry or any other segment of civil 
aviation is adopted. This procedure 
also was adopted early in the board’s 
history and several years prior to the 
passage of the Administrative Proce- 
dure Act, 


g™ another procedural technique 
which the board developed in its 
early years was the prehearing confer- 
ence for the expedition of formal pro- 
ceedings. The board first utilized the 
prehearing conference in rate proceed- 
ings and shortly thereafter extended 
the practice to new service proceedings. 
The prehearing conference has greatly 
speeded the progress of the board’s 
hearings by avoiding unnecessary 
proof of undisputed facts, by narrow- 
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ing issues and limiting the number of 
witnesses and their testimony, and by 
channeling testimony into written 
form as exhibits which are exchanged 
and received in the record after formal 
identification. The Attorney General’s 
Committee on Administrative Proce- 
dure, in its final report to the Senate in 
1941, stated that the board had devel- 
oped the prehearing conference pro- 
cedure to a higher degree than had any 
other agency, 

The board also made early use of 
initial decisions by its hearing examin- 
ers. It was constantly aware of the 
fact that disciplinary action taken in 
safety violation cases had little de- 
terring effect on potential violators un- 
less such action was taken promptly. 
Because of the hearing and posthear- 
ing procedures then being used, final 
decisions frequently were not issued 
until many months after the violations 
occurred, and the sanctions imposed on 
the respondent airmen did little to dis- 
courage similar violations. To correct 
this situation, the board amended its 
regulations” to provide for initial de- 
cisions by the hearing examiners which 
became the final decisions of the board 
within a stated period if no exceptions 
were taken thereto by the parties. In 
many cases, the evidence was such that 
the examiner could make his findings 
and initial decision on the record de- 
veloped at the hearing. The result has 
been a substantial shortening of the 
time required to process safety viola- 
tion cases. Recently the board has also 
extended the initial decision procedure 
to a limited class of economic cases. 
Thus the new rule permits initial de- 
cisions by the examiners in uncon- 
tested proceedings involving applica- 
tions to engage in interstate air trans- 
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portation by amendment of existing 
certificates of public convenience and 
necessity.” It is believed that this new 
procedure will make possible the proc- 
essing of applications for amendment 
of certificates with more expedition 
and thus decrease the hearing expenses 
of the applicant carriers. 


N™ these procedures which were 
adopted as a means of insuring 
administrative justice and safeguard- 
ing the legal rights of private parties 
were worked out and put into practice 
by the Civil Aeronautics Board on its 
own initiative long before the enact- 
ment by Congress of the Administra- 
tive Procedure Act. It is significant 
that when the Administrative Proce- 
dure Act went into effect, the Civil 
Aeronautics Board was the only Fed- 
eral quasi judicial agency which was 
not required to make basic changes in 
its procedures in order to conform to 
fair hearing requirements of the new 
law. 

The procedures which the board has 
evolved for fixing air-mail rates illus- 
trate the special regulatory problems 
with which it was confronted in the 
regulation of the air transport indus- 
try. While the board exercises (except 
in international air transportation) 
the power to fix passenger and prop- 
erty rates, the air-mail rate process has 
occupied the major place in the rate 
field up to the present time due to its 
importance in implementing the devel- 
opmental function during the period 
of rapid development of the air trans- 
port industry. As the industry becomes 
more stabilized, both technically and 
financially, the emphasis may be ex- 
pected to shift to the passenger and 
cargo rate problem. 
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In formulating its rate procedures 
the board felt obligated to adapt them 
to the dynamic nature of the fast- 
moving industry it was regulating and 
to the developmental responsibilities 
imposed upon it by the Civil Aeronau- 
tics Act. It very early decided, there- 
fore, against the use of evidence of re- 
production cost in the determination 
of the rate base, believing that the so- 
called “fair value” rule was not only 
economically unsound but was admin- 
istratively ill-adapted to a dynamic in- 
dustry which demanded a more expedi- 
tious method of rate making. The 
board therefore refused to permit evi- 
dence of reproduction cost to be ad- 
mitted to the record in its rate cases.” 
It was the first Federal agency to de- 
clare openly its adherence to the method 
of prudent investment in determining 
the rate base.*’ 


B” even without the reproduction 
cost evidence, rate cases became a 
long and involved task and the board 
in an effort to meet this problem 
adopted two measures: It eliminated 
the examiner’s report and it developed 
and adopted a show-cause order pro- 
cedure in mail rate cases.** Under this 
procedure, the board makes an analysis 
of a carrier’s financial reports on file 
with the board and from this analysis 
reaches a tentative conclusion as to 
what the fair and reasonable mail rate 
should be. A statement of tentative 
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findings and conclusions as to the fair 
and reasonable rate is then issued and 
the carrier is ordered to show cause 
why this rate should not be made final. 
If no notice of objection to the pro- 
posed rate is filed within ten days by 
the carrier or the Postmaster General, 
a simple pro forma hearing is held at 
which the exhibits attached to the ten- 
tative statement are introduced as 
evidence. The board then makes the 
tentative rate final. 

If there is objection to the rate, an 
answer must be filed by the carrier in- 
dicating specifically the objections, The 
answer must be accompanied by ex- 
hibits in support of the objections and 
by a statement of the effect of such 
objections upon the proposed rates. 
Thus, in the event of a contest the is- 
sues are narrowed and the process of 
fixing a final rate is substantially 
shortened. 

Now these techniques enabled the 
board to meet its obligations with fair 
expedition until the end of the war. 
But, in 1946, events occurred which 
made additional procedures necessary. 
The board had certificated an entire feed- 
er system of local air transportation, 
and had extended United States flag 
carriers to the most remote sections of 
the globe. The board had no experi- 
ence to indicate what the reasonable 
rates should be for these new opera- 
tions and yet their proper development 
required the prompt payment of some 


Act went into effect, the Civil Aeronautics Board was the 


q “It is significant that when the Administrative Procedure 


only Federal quasi judicial agency which was not required 
to make basic changes in its procedures in order to conform 
to fair hearing requirements of the new law.” 
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mail pay. To meet this problem the 
board adopted the plan of providing 
temporary rates. 


— temporary rate technique, 
originally applied to new services, 
was later extended to cover the need 
for expeditious rate action required be- 
cause of the postwar changes in the 
preéxisting air-line operations. The 
air transportation system had general- 
ly used the Douglas DC-3 or earlier 
model aircraft during the period 1935 
to 1945. Before the war, new airplane 
types had been developed and the avia- 
tion demands of the war gave tremen- 
dous impetus to the development of 
still more advanced types. Increased 
rates were needed to cover the cost of 
putting such aircraft into service, And 
when increased rates were granted, 
they were adequate for only a short 
time. 

In this situation the board extended 
its temporary rate technique to provide 
quick relief to carriers which had out- 
grown the wartime mail rate. While 
recognizing that the postwar changes 
raised problems which required expedi- 
tious action, the board felt obliged to 
preserve the integrity of its rate-mak- 
ing principles. It therefore proceeded 
cautiously in fixing temporary rates. 
The carriers were required to show 
that they were in real financial trouble 
as a condition to the establishment of 
higher rates. In addition, the board 
fixed temporary rates at a level con- 
siderably below the cost actually ex- 
perienced by the carriers. This latter 
policy was prompted by two considera- 
tions. First, costs incurred because of 
inefficient management were not in- 
cluded in the rate base when the final 
mail rates were fixed, so the board left 
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a margin for such costs to minimize 
the possibility of overpaying on a 
temporary rate. Even more important, 
however, was the feeling that if the 
board immediately fixed a temporary 
rate covering total costs plus the re- 
turn on investment for the carriers 
when they ran into trouble, they would 
have no incentive to put their own 
houses in order, 


Mc recently the board has modi- 
fied its temporary rate policy by 
eliminating the requirement of a show- 
ing of financial emergency. If it is ap- 
parent in the case of a particular car- 
rier that the existing mail rate has been 
and will be substantially lower than the 
probable final rate, a temporary rate 
will be fixed and at a point as near the 
level of the final rate as possible. 
The regulation which has been im- 
posed upon the civil air transportation 
is probably more comprehensive and 
detailed than any other body of public 
service regulation. Ordinarily, such 
comprehensive regulatory control has 
been applied to public service indus- 
tries that have reached maturity or, at 
least, an advanced state of development 
and the question has sometimes been 
raised as to why a relatively new in- 
dustry, dynamic and highly competi- 
tive in character, should have been 
subjected to such comprehensive regu- 
lation. Justice Jackson has recently 
given us the answer in these memor- 
able words :*” 


A way of travel which quickly es- 
capes the bounds of local regulative 
competence called for a more penetrat- 
ing, uniform, and exclusive regula- 
tion by the nation than had been 
thought appropriate for the more eas- 
ily controlled commerce of the past. 
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While transport by land and by sea 
began before any existing government 
was established and their respective 
customs and practices matured into 
bodies of carrier law independently of 
legislation, air transport burst sudden- 
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ly upon modern governments, offering 
new advantages, demanding new 
rights, and carrying new threats which 
society could meet with timely adjust- 
ments only by prompt invocation of 
legislative authority. 
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niff Airways, Inc. 
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cluded in the Interim Agreement on Interna- 
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19\Meeting of Commission on Multilateral 
Agreement on Commercial Rights in Interna- 
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1, 1949, the United States had concluded bi- 
lateral air transport agreements with 41 coun- 
tries. 

21 One or more members of the Civil Aero- 
nautics Board were selected by the President 
and the Secretary of State as members of 
delegations charged with negotiations of inter- 
national air transport agreements in the fol- 
lowing instances: Spain (1944), Canada (1945 
and 1949), United Kingdom (1946), France 
(1946), Brazil (1946), Australia (1946), New 
Zealand (1946), Mexico (1946), and Argen- 
tina (1947). 

22 Thus far the board’s appraisal of foreign 
competition in disposing of applications for 
new U. S. air services has been limited to very 
general considerations. Re Northeast Airlines, 
North Atlantic Route Case (1945) 6 CAB 319; 
Re Latin American Air Service (1946) 6 CAB 
857; Re American Export Airlines, Trans-At- 
lantic Service (1940) 2 CAB 16. 

23 See Reorganization Plans No. III and IV 
made effective June 30, 1940, by Public Res. 
No. 75, pursuant to the provisions of the Re- 
organization Act of 1939, 53 Stat 561,5 USCA 
§§ 133 et seq 

24 Now § a7. 15 of the Civil Air Regulations. 

25 Section 302.8(g) of the Procedural Regu- 
lations. 

26 The board stated in Re American Air- 
lines, Mail Rate Proceedings (1942) 3 CAB 
770, 789 : “We accordingly regard reproduction 
cost evidence as irrelevant and immaterial to 
the issue of a fair and reasonable rate and 
evidence of this type in the future will not be 
admitted to the record in rate proceedings for 
the purpose of showing the value of the car- 
rier’s property.” 

27See § 302.13 of the board’s Procedural 
Regulations for the specific provisions of the 
procedure employed in mail rate proceedings. 

28 The writer of the present article in 1937 
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on behalf of the Federal Power Commission 
as amicus curiae, in support of the constitu- 
tionality of the prudent investment rate base. 
(California R. Commission v. Pacific Gas & E. 
Co. [1938] 302 US 388, 21 PUR NS 480.) 

29 Civil Aeronautics Board v. Waterman 
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Predicament of the Small 
Telephone Company 


Now that Congress has passed a law authorizing low-interest, 

long-term Federal loans for small telephone companies, the 

economic needs of these companies become a matter of national 

as well as local interest. Here is a down-to-earth analysis, by a 

well-qualified observer, of typical small-company situations in 
the state of Maine. 


By FRANK E, SOUTHARD* 
CHAIRMAN, MAINE PUBLIC UTILITIES COMMISSION 


o gather the data for this article 

I a study was made of twenty-two 

so-called independent telephone 
companies in the state of Maine. All 
were selected at random. The earliest 
was organized in 1887, the latest in 
1909. 

The number of subscribers varied 
from 80 to 1,603. These companies 
all serve rural Maine and small towns 
in the state. Stock ownership is not 
widespread in the great majority of 
them. Stock is usually rather closely 
held and the operating management is 
a substantial stockholder in nearly 
every case, 

These twenty-two companies in 
1917, the first year in which the in- 
formation was available, had a total of 
6,152 subscribers, In 1939, this had 


*For additional personal note, see “Pages 
with the Editors.” 
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increased to only 7,236. But in 1948 
it was 11,302. This growth in the last 
ten years reflects a more common use 
of the telephone, its considerable un- 
derpricing as a commodity, and a gen- 
eral improvement in rural area eco- 
nomic conditions. Up to 1948, a dollar 
and a quarter a month would provide 
telephone service in many Maine 
communities. In 1948, rate increases 
became imperative and now it takes 
a $2 bill to pay for the service per 
month. Still an economic bargain and 
the increase in price has had no ap- 
preciable effect in reducing demands 
for service. 

To build these lines for the twenty- 
two companies, stock in the amount of 
$227,425 was originally issued. In 
1939, it had increased to $253,125; 
and was $268,300 in 1949. It is appar- 
ent that new equity capital has not 
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been obtained or even sought for to any 
great extent, 

In 1939, operating plant was car- 
ried on the books at $605,555. In 1948, 
the figure was $934,440. Debt repre- 
sented by notes, there were no long- 
term mortgages outstanding, was 
$21,175 in 1939 and $110,000 in 
1948. This increase in debt is to be de- 
plored. One thing is sure about a loan. 
It bears a due date and must be paid, 
or the company goes into default. Un- 
less the officials can see the opportunity 
for payment when tlie loan comes due, 
borrowings of a mortgage type should 
be avoided if possible. If it is not pos- 
sible to see a liquidation of the loan, 
better not to make the borrowing. 


HE question naturally arises as to 

how plant can be increased 50 per 
cent, in the face of such small increase 
in debt. The answer is by investing 
the depreciation reserve or surplus in 
plant. In 1939, the depreciation reserve 
was $218,085; in 1948, $330,210. 
Surplus in 1939 was $221,410, and in 
1948, $348,726. 

If surplus is put back into plant, it 
is apparent that stockholders are not 
going to fare very well. These com- 
panies paid in dividends in 1939, 
$7,565, and in 1948, $9,815. On net 
investment, by which is meant plant 
minus depreciation reserve (no allow- 
ance is made for working capital or 
materials and supplies), the return in 
1939 was 3 per cent in dividends, in 
1948, 3.6 per cent in dividends. No 
allowance was made for working capi- 
tal as most companies are paid in ad- 
vance for service and the records 
available did not give sufficient in- 
formation to gather a decently accu- 
rate amount for materials and supplies. 
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These twenty-two companies had 
exchange revenues in 1939 of $129,- 
740, in 1940 $283,120. Toll revenues 
increased from $65,685 in 1939 to 
$212,065 in 1948. Companies should 
be aware of the vulnerability and 
volatility of toll revenues. The first 
savings a customer can effect in case 
of economic adversity is to cut out toll 
calls. While local revenues in the 10- 
year period went up 120 per cent, toll 
revenues went up 220 per cent. 

In 1915, there were in Maine 128 
independent telephone companies re- 
porting to the Maine commission. 
There are now 85. These 43 have 
passed out of existence by merger and 
consolidation and by just withering on 
the vine. There is no great number of 
people in the rural areas demanding 
telephone service, Of the small num- 
ber who are asking for service, many 
are denied it by reason of plain 
economies. A company cannot run 
wires 5 or 6 miles, maintain service, 
keep limbs cut, etc., for $24 per year. 


ts their net investment, as previ- 
ously defined, these companies 
earned 4 per cent in 1939 and 6.6 per 
cent in 1948. On the stock issued and 
outstanding, 6 per cent was earned in 
1939, 15 per cent in 1948. Only seven 
of the companies paid any dividends 
at all. 

As previously noted, many of these 
companies are closely owned. The 
stockholders do all the work in operat- 
ing and maintaining the plant. They 
collect what they call wages—in many 
instances, incredibly small. But by 
taking some of the money in that way, 
rather than by dividends, the tax ad- 
vantage to a down east Yankee is 
obvious, 
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Bookkeeping is not the forte of the 
rural telephone operator. He can well 
afford to give this matter more 
thought and attention, It is apparent 
that some of these reporting companies 
are not as good as their books would 
indicate. 

Capital expenditures are often 
missed and the expense charged to 
operation. Work performed is not 
charged at all or in a nominal sum at 
the end of the year—its size depending 
on the amount of cash on _ hand. 
Charge-offs of property are not accu- 
rately accounted for. 

If increased demand for service 
continues, stock should be sold to pro- 
vide the necessary capital, unless man- 
agement continues to provide some at 
the expense of dividends and surplus. 
If management keeps digging into its 
own pocket to provide the funds—only 
management suffers, unless the amount 
so provided is inadequate. But if stock 


is to be sold to someone else, clear and 
accurate records of the financial stand- 
ing of the company are a must. 


HE companies studied on a com- 

posite record, as of the moment, 
are doing all right. But they are not 
prepared for any substantial adversity. 
A boost in wages, a loss in revenues, 
and there is nothing to fall back on. 
A few of these companies have put 
every cent of depreciation reserve in 
the bank and have the cash to replace 
plant. They are fortunate. Those who 
have not had the foresight to do this, 
probably wish now they had. 

The rural telephone is an important 
asset to the state of Maine. The people 
who operate these telephones are 
rendering a valuable service. To make 
the future more secure they should 
first keep accurate records or books and 
should keep out of debt if humanly 
possible. 





Industrial Participation in Education 


ais 5 yer pr it has not been customary to divert the 
energies of an industrial organization to an economic 
education of the public. The war not only has been a continuing 
deterrent, but has built up the organized forces so actively cam- 
paigning against the best interests of industry. Some people are 
convinced that industry has already allowed organized forces to 
gain a start which will be next to impossible to overcome. The 
seriousness of the problem is belittled by no one close to the 
realities. Those representing industry's best interests now 
realize the extreme dangers that lie ahead. More than ever they 
are appealing to all industrial heads to participate in a total 
effort to broadcast the vital facts behind the preéminence of 
American industry.” 
—Joun C. Cairns, 
Executive vice president, 
The Stanley Works. 
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What’s in a Name? 
Part II 


A further account of the origin of names given to 
plant buildings and structural works of public utility 
companies. 


By J. LOUIS DONNELLY* 


HE Kerr hydroelectric plant of 

Montana Power was dedicated 

August 6, 1938, as a memorial to 
Frank M. Kerr, who for fifty years 
gave this company and its predecessors 
“loyal and distinguished service.” At 
the dedication, speakers included Unit- 
ed States Senator Burton K. Wheeler; 
Governor Roy E. Ayers; C. F. Kelley, 
chairman of Anaconda Copper Min- 
ing Company; and Chief Carlo and 
Chief Koostatah of the Flathead and 
Kootenai Indian tribes. Mr. Kerr, then 
president of Montana Power, also 
spoke hailing the dam as a step for- 
ward in Montana development. Kerr 
who had started in Montana as a pole 
climber and wireman was, during his 
career, in charge of construction of 
eight hydroelectric plants on the com- 


pany’s system. 


*For personal note, see “Pages with the 
Editors.” 
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4g B--. Ryan hydroelectric plant of 
Montana Power was dedicated in 
1940 as a tribute to the memory of 
John D. Ryan, who was largely re- 
sponsible for the organization of Mon- 
tana Power and who served as its 
president until his death on February 
11, 1933. The clarity with which he 
visualized the power needs of Mon- 
tana has been termed a major factor 
in the development of this power com- 
pany. 

One of the oldest employees of Iowa 
Public Service Company was honored 
November 1, 1942, when the company 
gave recognition to the services of Her- 
bert Blakemore Maynard. The procla- 
mation, signed by H. M. Smith, vice 
president, read as follows: 

We believe that it would be appro- 
priate to honor one of the oldest em- 
ployees of this company and one whom 


we do all honor and respect as a fel- 
low employee. Therefore, as of this 
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date, we are officially changing the 
name of our power station in Water- 
loo, Iowa, from “Lafayette street sta- 
tion” to “Maynard station.” 


Following earlier utility experience 
in Indiana, Maynard moved to Water- 
loo in January, 1906, He was an em- 
ployee and officer of Iowa Public Serv- 
ice and its predecessor companies from 
that date until his death, March 23, 
1943. 

The name of Wishon has been an 
important one in the history of Pacific 
Gas and Electric, Wishon plant, located 
in Madera county, California, was 
named in honor of A. G. Wishon whose 
pioneering efforts and leadership were 
important factors in the development 
of California as a great agricultural 
producer and a leading state in rural 
electrification. When the San Joaquin 
Light & Power Corporation became a 
part of the PG&E system in 1930, he 
retired as its president and became 
vice chairman of the board of direc- 
tors. He died in June, 1936. 

His son, A. Emory Wishon, who 
died in January, 1948, while holding 
the positions of vice president and gen- 
eral manager of the company, is to be 
honored by Pacific Gas and Electric. A 
20,000-horsepower plant to be built on 
the Kings river, at the southern end of 
the San Joaquin valley, will be named 
after him when built. Another pro- 
jected plant on this river is to be named 
in honor of Abraham Haas, San Fran- 
cisco businessman and one of the in- 
corporators of the San Joaquin Power 
Company half a century ago. His son, 
Walter A. Haas, is a member of the 
PG&E board of directors. 


0 gow: plant dedications, both sched- 
uled for this fall, were Plant 
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Mitchell of Georgia Power and the 
Philip Sporn plant of American Gas & 
Electric. 

Philip Sporn, president of Ameri- 
can Gas & Electric, is one of the lead- 
ing figures in the electric utility indus- 
try today. Sporn joined the staff of this 
company in 1920 and, seven years later, 
became its chief electrical engineer and 
assumed the same position with refer- 
ence to the various operating compa- 
nies in the system. In 1933 he was ad- 
vanced to the position of chief engi- 
neer and in 1934 was elected vice 
president in charge of all engineering 
activities. In May, 1945, he was elected 
vice president, retaining the responsi- 
bility of chief engineer, Functioning 
in that capacity and in associated ca- 
pacities, he has done a great deal of 
original work in the field of power 
supply, power distribution, and pro- 
tection and in the development and op- 
eration of this integrated and codrdi- 
nated interconnected power system. 
His technical achievements are numer- 
ous and important. The honors re- 
ceived by Sporn are many and his tech- 
nical and professional affiliations cover 
all such groups of any import. In con- 
nection with these activities he has had 
the occasion to present several scores 
of papers, monographs, and articles 
before prominent technical groups. 


ies roster of utility leaders who 
are living and have been honored 
by having power stations named after 
them is a representative list of men 
who have made important contribu- 
tions to the industry. 

It contains such names as Rex I. 
Brown of Mississippi Power & Light 
Company; R. E. Burger of Ohio Pub- 
lic Service Company ; Graham Claytor 
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of American Gas & Electric; B. C. 
Cobb and John C. Weadock of Con- 
sumers Power; E. M. Gilbert of Gil- 
bert Associates, honored by New Jer- 
sey Power & Light; Ralph D. Jenni- 
son and William B, Goudey of New 
York State Electric & Gas ; Cecil Lynch 
of Arkansas Power & Light; Thomas 
W. Martin of Alabama Power; J. P. 
Pulliam of Wisconsin Public Service; 
L, O. Ripley of Kansas Gas & Electric ; 
Herman Russell of Rochester Gas & 
Electric; Avery R. Schiller of Public 
Service of New Hampshire; William 
B. Skelton and George S. Williams of 
Central Maine Power; R. Paul Smith 
of Potomac Edison; Frank M. Tait of 
Dayton Power & Light; George E. 
Turner of Florida Power; R. S. Wal- 
lace of Central Illinois Light ; Charles 
S. Walters of Carolina Power & Light; 
and Eugene A. Yates of the Southern 
Company. 


| enn dedication of Mississippi 
Power & Light Company’s new 
$9,000,000 Rex Brown steam electric 
generating station took place in Jack- 
son, November 23, 1948. Thus an able 
executive who has contributed much 
to the growth of Mississippi was hon- 
ored by his company, Brown moved to 
Mississippi in 1932 as vice president 
and general manager of this company. 
He had previously been associated with 
Arkansas Power & Light. The same 
year he was elected a director and, in 
1936, became president, a position he 
has held ever since. He has been most 


active in sponsoring intensive agricul- 
tural and industrial programs in the 
territory and has been active in vari- 
ous local and national groups. In 1949, 
he was selected by a poll of editors in 
the South, conducted by Dixie Busi- 
ness, Atlanta, as one of the South’s 
outstanding business leaders. 

Ohio Public Service’s most modern 
and largest of six generating stations 
is named after the company’s president, 
R. E. Burger. Burger began his utility 
career at Massillon, Ohio, in 1909 as 
an electrical engineer, In the early days 
of electricity he was a leader in the 
adaptation of power to industrial pro- 
duction. He became associated with the 
Cities Service Company in 1912 and, 
in 1920, was transferred to New York 
as operating manager and later general 
manager of Cities Service Power & 
Light Company. Burger was named 
president of that organization in 1941 
and served in that capacity until the 
company was liquidated in 1946 in 
compliance with the Public Utility 
Holding Company Act. As a part of 
this divestment program, early in 1949 
he took an active part in a grueling 
transcontinental trip in connection with 
“due diligence” meetings regarding the 
sale of the company’s common stock. 
Six meetings were held in six cities in 
eight days, beginning with Boston and 
ending in San Francisco, Needless to 
say a million shares of common stock 
and later $10,000,000 of bonds were 
readily sold. 

E, M. Gilbert, chairman of the board 


honored by having power stations named after them is a 


q “THE roster of utility leaders who are living and have been 


representative list of men who have made important con- 
tributions to the industry.” 
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and chief engineer of Gilbert Asso- 
ciates, Inc., has been honored by New 
Jersey Power & Light Company which 
named its plant, located at Holland, 
New Jersey, after him. Gilbert has 
been identified with a large number of 
engineering projects. Among these 
were a new dam and powerhouse on 
the Rio Grande and construction of 
the power system at Boulder, Colo- 
rado. This system included the instal- 
lation of one of the first high head 
plants in the United States. He super- 
vised the construction of the first 110,- 
000-volt transmission line in this coun- 
try extending from Denver to Boulder 
and from Denver to Shoshone, In 
1916, Gilbert became chief engineer of 
all properties owned by the former 
General Gas & Electric Corporation, 
among which was New Jersey Power 
& Light. He has been a key figure in 
developing the interlocking Pennsyl- 
vania-New Jersey power system and 
was responsible for the advanced de- 
sign of Gilbert station. 


Dance omens life’s work in the 
public utility field, a career that 
spans forty years, was recognized by 
the board of directors of New York 
State Electric & Gas in naming its gen- 
erating plant at Bainbridge, New York, 
in honor of Ralph D. Jennison, He is 
a former vice president and general 
manager of the Barstow Management 
Association and president of the Util- 
ity Management Corporation. In 1941, 
he became president of New York 
State Electric & Gas, and in February, 
1949, was elected chairman of the 
board. In this capacity he continues as 
chief executive officer of the company. 

In 1947, Arkansas Power & Light 
dedicated its new steam-electric gen- 


erating plant, east of Little Rock, in 
honor of its executive vice president, 
Cecil S. Lynch, The life of this man is 
a real success story. Born the son of a 
farmer and livestock trader in West 
Virginia, Lynch was educated in the 
public schools of Missouri and attained 
his objective of becoming an electrical 
engineer by working his way through 


the University of Missouri. This in- 


volved such chores as mowing lawns, 
sawing firewood, and washing dishes. 
His first industry job was with the 
Union Electric Company of Missouri 
as a meter tester. In 1919 he first be- 
came associated with the Arkansas 
Power & Light Company and, with 
that organization, his ability soon be- 
came apparent. He has directed the in- 
stallation of the principal plants in the 
Middle South Utilities System. Lynch 
has been an important factor in the 
growth of Arkansas Power & Light. 
A few months ago he retired from an 
executive capacity with the company 
but has continued as a director, 
“The most inspirational occasion I 
have ever witnessed,” is the way one 
guest described the J. P. Pulliam Bay- 
side dedication ceremony held at Green 
Bay on October 21, 1947. Pulliam 
came up the hard way and has had a 
colorful career, At the age of fourteen 
he held a job as a railroad telegrapher. 
Other jobs followed and the turning 
point in his life came in 1907 when 
he was asked by Clement C. Smith of 
Milwaukee to go to Oshkosh to run 
the Winnebago Traction Company. 
The following year, a consolidation 
brought him added responsibility over 
Fond du Lac operations. He joined the 
Smith interests in Milwaukee, in 1917, 
was general manager of the Green Bay 
operations for a time, then returned to 
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American Success Story 


¢ gears SPoRN, president of American Gas & Electric, is one of the 

leading figures in the electric utility industry today. Sporn joined 

the staff of this company in 1920 and, seven years later, became its chief 

electrical engineer and assumed the same position with reference to the 
various operating companies in the system.” 





the main office, Upon organization of 
the present Wisconsin Public Service 
Corporation in 1922, he was made vice 
president and director. In 1932 he was 
elected president. In addition, he held 
the title of general manager from 1922 
to 1944. Currently, Pulliam is chair- 
man of the executive committee, 


U seemed fitting to the directors of 
Kansas Gas & Electric Company 
that the new station completed 1938 
should be christened “with the name 
of the man whose unceasing and in- 
telligent labors during a generation 
have carried the development of our 
territory to the lofty heights it has at- 
tained. On September 9, 1938, this 
company dedicated its station at 
Wichita, Kansas in honor of L. O. 
Ripley. He has been its chief operating 
executive since the beginning of the 
company, Ripley went to Kansas in 
1909 as vice president, having previ- 
ously been in utility work at Schenec- 
tady, New York. He was elevated to 
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the presidency in 1933. His early op- 
timism and vision as to future growth 
of this area has long since been real- 
ized. 

Twenty-five years of able service in 
the utility business in New Hampshire 
is being recognized by Public Service 
Company of New Hampshire which 
this fall will dedicate its newest power 
plant in honor of Avery R, Schiller, 
president. A veteran of World War I, 
Schiller became assistant to the presi- 
dent of Manchester Traction, Light & 
Power Company in 1924. When Pub- 
lic Service Company of New Hamp- 
shire was formed in 1926, he was ap- 
pointed vice president in charge of op- 
erations. In 1941, he became vice presi- 
dent and general manager, and from 
1942 to the present has been president 
and general manager, Company ex- 
pects that the new steam plant, located 
near Portsmouth, will make it self- 
sufficient and, under normal condi- 
tions, independent of outside sources 
of power supply. 
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On June 8, 1949, Central Maine 
Power Company dedicated the thirty- 
fifth hydro station in its system in 
honor of William B. Skelton, a former 
president of the company, who cur- 
rently serves as chairman of the board 
of directors. Skelton is president of 
New England Public Service Com- 
pany, parent company of Central 
Maine Power, He was graduated from 
Bates College in 1892 and has com- 
piled an enviable record as a successful 
lawyer, banker, and businessman. Skel- 
ton became director and vice president 
of Androscoggin Electric Company 
when it became part.of the Central 
Maine System in 1920. Four years 
later he was made a director of Cen- 
tral Maine Power, and vice president 
and member of the executive commit- 
tee in 1925. He was elected president 
in 1942. Principal address at the Skel- 
ton station ceremonies was made by 
the president of Central Maine Power, 
William F, Wyman. 


we ig many ways the life story of R. 
; Paul Smith is the story of the 
Potomac Edison Company as it is 
known today,” states the program for 
the R. Paul Smith power plant dedi- 
cation dinner held December 9, 1947, 
at Hagerstown, Maryland, “Both were 
born in Frederick county, Maryland, 
grew, acquired larger responsibilities, 
and have come to achieve positions of 
deserving influence in the many com- 
munities which they serve.”’ Smith’s 
business career started in 1909 and by 
1914 he had been promoted to the posi- 
tion of superintendent of the gas, light, 
and power departments of a predeces- 
sor company. In 1922, he became gen- 
eral manager of the expanded com- 
pany. He was named vice president in 
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1925 and president in 1932. Speakers 
at the dinner included Charles W. 
Smith, chief, bureau of rates and ac- 
counts, Federal Power Commission; 
Charles B, Bosley, chairman, the pub- 
lic service commission of Maryland; 
and Earle S. Thompson, president, 
American Water Works & Electric 
Company, Inc. 


LR g—srcrven of Dayton Power &Light 

Company on December 20, 1946, 
voted to change the name of the Millers 
Ford station to the Frank M. Tait sta- 
tion “in recognition of the loyal, effi- 
cient, and faithful service, keen fore- 
sight, and optimism of Frank W. 
Tait.” It was stated that his enthusi- 
astic optimism and faith in the electric 
light and power industry resulted in 
the necessary generating capacity al- 
ways being installed in advance of the 
ever-increasing demands for service, 
which is widely recognized as being 
very largely responsible for the growth 
of the city of Dayton, its industries, 
and the entire territory served by the 
company. Tait’s early business experi- 
ence was acquired in Pennsylvania and 
Connecticut. In 1904, he made a study 
and report on the possibilities of the 
Dayton electric light and power busi- 
ness for the Brady and Young inter- 
ests who purchased the company in 
1905. 

Tait moved to Ohio to take over 
and direct the affairs of the company, 
Under his administration it has grown 
into a large property. For many years 
he held the office of president and in 
1946 became chairman. Tait has al- 
ways been a strong believer in, and has 
faithfully practiced, the “public-be- 
pleased” policy for all public utilities 
as well as other industrial businesses. 
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(" E. Turner, better known 
as “Uncle George,” retired from 
active service with Florida Power Cor- 
poration on May 26, 1947. At a retire- 
ment party given for him on that date, 
A. W. Higgins, president of Florida 
Power, read a resolution adopted by 
the board of directors which said in 
part, “. . . and be it further resolved 
that in recognition of his long and 
valued service to Florida Power Cor- 
poration, we hereby dedicate to him the 
Benson Springs power plant and hence- 
forth it shall be known as the George 
E. Turner plant of Florida Power 
Corporation at Enterprise, Florida.” 
His is a story of self-education and 
success. His formal education was 
ended after the eighth grade but his 
quick mind and innate aptitude for 
electrical engineering, pleasing person- 
ality, and continued study, enabled 
him to carve for himself a brilliant 
career in the electric utility industry. 
He joined the Florida Public Service 
Company in 1925 and steadily ad- 
vanced until, in 1941, he was promoted 
to production superintendent for Flori- 
da Power Corporation, Florida Pub- 
lic Service Company, and Georgia 
Power & Light Company. The George 
E. Turner plant was formally dedi- 
cated July 18, 1947. 

Modesty, plus reluctance to receive 
publicity, is a characteristic of Ross 
Strawn Wallace and this has made it 


difficult to obtain information on this 
former president and chairman of 
Central Illinois Light Company, The 
company has named its East Peoria 
station in honor of Wallace who re- 
tired from active service in 1948. He 
first entered the public utility field in 
1899 working for a predecessor com- 
pany as chief engineer. His next as- 
signment was superintendent of the 
electrical department and later he be- 
came vice president and general man- 
ager. In 1936 he became president and 
was elected chairman in 1943. Under 
his leadership the company grew rapid- 
ly through the extension of its facili- 
ties to new service areas and by the 
merger of several smaller companies. 
Wallace’s participation in activities re- 
lated to his chosen profession, consist- 
ing of his being a director of Com- 
monwealth & Southern Corporation, a 
member of the American Society of 
Mechanical Engineers, and a life mem- 
ber of the American Institute of Elec- 
trical Engineers. 


HE Walters hydroelectric plant 

of Carolina Power & Light Com- 
pany was dedicated September 9, 1947, 
in honor of Charles S. Walters, who 
for more than twenty years had been 
a member of the company’s board of 
directors, one of its vice presidents, 
and the manager of its western divi- 
sion. Concluding his response, Wal- 


e 


tory of Pacific Gas and Electric. Wishon plant, located in 


q “THE name of Wishon has been an important one in the his- 


Madera county, California, was named in honor of A. G. 
Wishon whose pioneering efforts and leadership were im- 
portant factors in the development of California as a great 
agricultural producer and a leading state in rural electrifi- 
cation.” 
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ters said: ‘““Had I been called upon to 
write the climax to my own life’s his- 
tory, I could not have matched the 
chapter which has been written here 
today, I shall be everlastingly grateful 
for this honor.” Earlier Walters inter- 
estingly recounted industry progress 
during his life. “During the three- 
quarters of a century of my existence,” 


he stated, “the world has moved for-- 


ward at a pace which could not have 
been foretold by the ablest of prophets. 
Within that relatively short period of 


time the telephone and telegraph have 
come into existence. I was eight years 
of age when the incandescent lamp was 
invented. Three years later the first 
electric lighting plant was placed in 
operation. Motion pictures, the talking 
machine, the automobile, the radio, 
and airplane have been invented and 
have grown into gigantic industries 
within my memory. I have been mar- 
ried more years than the Carolina 
Power & Light Company has been in 
existence.” 


Part III of this article will appear in the next issue of the ForTNIGHTLY. 





The Secretary of Foggy Bottom? 


* 7 was with a certain amount of regret that I learned about 

the decision of the little town of Mole Hill, WestVirginia, 
to change its 100-year-old name. Why are we so ashamed of these 
good old-fashioned and descriptwe names that we have to 
substitute inane banalities? We see some of that going on right 
here in the nation’s capital. Good old neighborhood names 
which served well for generations, such as Swampoodle, Skunk- 
hollow, Foggy Bottom, Turkey Thicket are being over- 
shadowed by real estate subdivision dream labels, of the 
‘Paradise Acres’ variety. 

“Not long ago a national magazine referred to our State De- 
partment as the ‘Foggy Bottom.’ Why not? The new State 
Department is in the same area with the old Washington Gas 
Light structure and has been known locally as ‘Foggy Bottom’ 
since before the Civil War. After all, the foreign offices of 
other nations have their neighborhood names—the British have 
their Whitehall, the French have their Quai D’Orsai, and 
the old central German government foreign office was always 
referred to as the Wilhelmstrasse. Why shouldn’t the American 
State Department get the colorful nickname of ‘Foggy Bot- 
tom’? It would at least add a human touch to the bloodless 
diplomatic complexion which sometimes seems to mark our 
State Department. So, put me down in favor of keeping some 
good old names. I salute them all: Pig Tail, Connecticut; Holy 
Smoke, Medicine Hat, Snake Bite Gulch, and all the rest. 
May their fame endure.” 

—Excerpt from radio Station WTOP. 
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Wallgren to the FPC 


aes quick action of the Senate in 
confirming Mon C, Wallgren to the 
Federal Power Commission writes a 
finale to the controversy over the rejec- 
tion of Leland Olds for the same post. 
Wallgren’s former service in the Senate 
and House, as well as his background as 
ex-governor of Washington, easily cre- 
ated sufficient support in the Senate to 
swing his nomination to the FPC. 

Wallgren has been noted for his ap- 
proval of public power operations in 
Washington state. Yet two Senators who 
led the successful opposition to Olds, 
Johnson (Democrat, Texas) and Kerr 
(Democrat, Oklahoma), seemed to be 
quite satisfied with the Wallgren nomi- 
nation. This may be significant, in view 
of the fact that their opposition to Olds 
was based largely on the latter’s attempt 
to extend Federal control over the gas 
and oil industry. Whether Wallgren, as 
an FPC member, will join the Smith- 
Wimberly faction (in favor of a volun- 
tarily limited Federal regulatory policy 
on natural gas matters) or the Draper- 
Buchanan faction (which supported the 
views of Olds) may not be disclosed for 
some time. 

Former Commissioner Olds mean- 
while blamed a good many different 
people for the rejection of his nomina- 
tion in the Senate. At a luncheon meet- 
ing of the American Veterans Committee 
and in a subsequent series of articles for 
the New York Post, Mr. Olds variously 
blamed the gas, electric, and oil indus- 
tries for mobilizing the opposition to his 
nomination. He even paid his respects 
to the state public service commissions, 
accusing them of permitting private utili- 
ties to “underwrite and overrun” their 
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national conventions during the ten 
years Olds was a member of the FPC. 


M:* Ops reserved his principal 
criticism, however, for the oil and 
gas industries. He charged them with 
resisting efforts to bring them under 
proper regulation. At the same time, Mr. 
Olds told the veterans’ meeting in Wash- 
ington that regulation of private utilities 
never had been particularly effective, un- 
less assisted by competition, or the 
“threat of competition,” from publicly 
owned facilities. So he urged his listeners 
“to mobilize support for river basin 
programs” such as the TVA. 

He also suggested that the Federal 
government might do well to use its oil 
and gas reserves to hold down prices on 
private producers. Instead of leasing 
such reserves, he said, the government 
could market directly, thereby setting up 
“yardstick undertakings,” which would 
hold private levels in check. 


a 


New Gas Bill 


ATS to give the FPC authority over 
natural gas security issues ap- 
peared on the last day of the recent ses- 
sion. It was a bill ( (S 2746) introduced 
by Senator Johnson (Democrat, Texas) 
as an amendment to the Natural Gas Act. 
A similar earlier bill (HR 5306), by 
Representative Crosser (Democrat, 
Ohio), had failed to make any progress 
in the House Committee on Interstate 
and Foreign Commerce. But Senator 
Johnson’s bill is believed to have the 
backing of the administration. As such, 
it is likely to receive prompt and careful 
attention in the Senate Interstate Com- 
merce Committee. 
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Johnson’s bill would give the FPC full 
and continuous authority over natural 
gas security issues. This would include 
authority to impose or alter conditions 
for the issuance of such securities. It 
would even modify the Holding Com- 
pany Act, to the extent of giving the 
FPC exclusive jurisdiction over the se- 
curities of companies also subject to the 
Natural Gas Act. Under the present 
law, the Securities and Exchange Com- 
mission has paramount authority in case 
of any conflict of jurisdiction with re- 
spect to company securities subject to 
both the Holding Company Act and the 
Federal Power Act. 

Agitation for FPC control over nat- 
ural gas company securities seems to 
come principally from financial quarters 
interested in competitive bidding. Recent 
brief hearings of the House Judiciary 
Committee on insurance company opera- 
tions were prompted by some who feel 
that insurance companies are handling an 
undue proportion of utility financing 
through closed negotiations. These 
hearings, sponsored by Representative 
Celler (Democrat, New York), chair- 
man of the committee, have so far shown 
no such indication. 


¥ 


- Beware the Wolves 


yom tig Lyndon B. Johnson (Demo- 
crat, Texas) last month advised 
rural electrification codperatives to be- 
ware of the wolves of alien radicalism. 
He also urged them to stay out of such 
fights as the recent Senate battle over 
nomination of Leland Olds as Federal 
Power commissioner. 

“For your political life as for your 
business life I recommend a 4-word 
slogan: Stay out of the red,” Johnson 
said at a meeting of REA co-ops from 
Texas, New Mexico, and Arizona, held 
in E] Paso. 

“As you would not permit REA to 
become a mat upon which selfish inter- 
ests wipe their feet, neither must you 
permit REA to become the lamb’s skin 
in which the wolves of alien radicalism 
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cloak themselves.” Then Johnson said: 


The graveyard of good intentions is 
filled with the remains of individuals 
and organizations who nosed into af- 
fairs which were not their own. 

Recently, in Washington, a man 
who represents your co-ops called me 
to discuss the nomination of Mr. Le- 
land Olds to the Federal Power Com- 
mission. As you may recall, I had 
some interest in Senate action on that 
appointment. During my discussion 
with this man who telephoned me, I 
told him that on the basis of Mr. Olds’ 
record I personally could not approve 
his nomination and that the Senate 
would not approve it. 

I tried to point out that a clever but 
deceitful propaganda campaign was 
under way to high pressure me and 
high pressure the Senate into confirm- 
ing Mr. Olds. The propagandists pre- 
tended that Mr. Olds was a martyr 
being crucified by the big power com- 
panies and the big gas companies. That 
was simply not true—it was the same 
old smoke screen behind which many 
men hide when they need to hide their 
records. If Joe Stalin were nomi- 
nated, I suppose his pals would try 
to arouse support by shouting that the 
power lobby was against him. By my 
standards, however, a man must do 
more than have one run-in with the 
utilities to justify confirmation for 
high public responsibility. 

There was no reason in the world 
for you or your co-ops to become in- 
volved in that fight. But two days after 
my conversation, a man purporting 
to speak for all of you went on record 
publicly with an endorsement of the 
nomination. 


Johnson listed five major objectives 
for REA co-ops: (1) lights in every 
farm home; (2) reduction of south- 
western power rates; (3) state commit- 
tees to “keep an eye” on state boards con- 
trolling power and water policies; (4) 
rural telephones for all who want them; 
(5) running water in every home served 
by REA, 
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Exchange Calls 


And Gossip 


Truman Signs Rural Phone Law 


RESIDENT Truman signed the rural 
telephone bill last month. Congress 

has appropriated $25,000,000 to get the 
program moving. The law starts a farm 
telephone lending program similar to that 
of the Rural Electrification Administra- 
tion. It will be administered by the REA. 

Loans will be available to existing tele- 
phone systems, farm mutual and codp- 
erative groups. Financing at 2 per cent 
for thirty-five years will be available for 
the improvement, expansion, construc- 
tion, acquisition, and operation of tele- 
phone facilities. 

REA figures show there are about 6,- 
200 independent telephone companies 
and 25 associated Bell companies, There 
are 50,000 to 60,000 codperative and 
mutual systems in farm areas. The in- 
dependent companies, codperatives, and 
mutuals range from a few subscribers to 
several thousand. 

Senator Hill (Democrat, Alabama), 
who with Representative Poage (Demo- 
crat, Texas) authored the bill, said the 
program will create 70,000 permanent 
jobs in private industry, paying $200,- 
000,000 a year in wages. 


> 
Grange Endorses Phone Co-ops 


HE Virginia State Grange last 
month went on record as favoring 
expansion of the rural electrification 
program, including telephones, praised 
the Virginia Farm Electrification Coun- 
cil for its work along that line, and rec- 
ommended that the state take over the 
project, putting it under control of the 
Agricultural Experiment Station at Vir- 
ginia Polytechnic Institute. 
The grange’s state executive was in- 
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structed to induce the state assembly to 
pass legislation “to provide for the es- 
tablishment of rural telephone codpera- 
tives..." 


* 


Court Denies Petition 


HE Massachusetts Department of 
Public Utilities recently lost a state 
supreme court battle to force New Eng- 
land Telephone & Telegraph Company 
to cut its rates in that state by $7,000,000. 
Supreme Court Judge Raymond S. 
Wilkins denied a department petition for 
a writ of mandamus to compel the com- 
pany to charge rates fixed by the depart- 
ment last March. At that time, the de- 
partment granted the company a 9 per 
cent increase. The boost, in addition to 
a previous $5,000,000 “emergency” in- 
crease, would have meant a total increase 
of less than $9,000,000. 

The company, however, has _ been 
charging at the rate of a $15,000,000 in- 
crease. It claims a $10,000,000 increase 
was authorized by the department in 
April, 1948, in addition to the $5,000,000 
hike. 

In his decision, Judge Wilkins said: “I 
rule the company is properly charging its 
customers in accord with the rates of 
April 21, 1948.” He said the basic ques- 
tion of which order of the department 
will eventually prevail must be settled by 
trial on merits of a bill in equity filed in 
equity court. 

The schedules in effect boost average 
home rates 50 cents a month; business 
phones about 75 cents ; and affect 1,400,- 
000 customers in the commonwealth, 

The company last month reported a net 
income of $9,107,103 for the fiscal year 
ending September 20th, an increase of 
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nearly $2,000,000 over the previous year. 
But a company official said the annual 
$15,000,000 rate income still is needed. 
He explained that the company is now 
operating on 65 per cent debt capital and 
has taken losses of $140,000,000. 


> 
Rate Hearing Ends 


EARING of the Peninsular Teie- 
phone Company’s request for 
higher rates ended recently after a final 
company plea for consideration of spe- 
cial factors in the case. 


“In my opinion this is not a usual case 
such as you find in normal times,” Carl 
Brorein, Peninsular president, said, “but 
a case which reflects the abnormal times 
of recent years and the abnormal efforts 
we will have to make in the next year or 
two to remedy them.” 

He told the Florida Railroad and Pub- 
lic Utilities Commission the company had 
overloaded its facilities during and since 
the war to provide service to as many 
people as possible, but had not asked for 
a rate increase until it was ready with 
an improvement program that would give 
fully adequate service to present custom- 
ers and a long waiting list. For this rea- 
son, he renewed the request that, in figur- 
ing any rate boost, the commission allow 
it on the basis of what is needed for a 
fair return on investment, including the 
$8,500,000 improvement program. 

Opponents have objected that any in- 
crease should be based only on the value 
of investment now in use. The commis- 
sion followed this line in the recent 
Southern Bell Case, and its experts have 
indicated that they will recommend the 
same limitation be applied in the Penin- 
sular Case. 

The commission took the company’s 
petition under advisement. 

Motions to deny the boost were filed 
by the cities of Sarasota and Clearwater, 
largely on the issue that the company 
based its case on an investment figure 
that included improvements not yet 
made. A petition for dismissal also was 
filed by the St. Petersburg Hotelmen’s 
Association. Other protests have been 
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that the increase in business rates is out 
of proportion to residential rates, and 
that some cities have had increases out of 
proportion to others. The over-all in- 
crease asked was about 22 per cent. 


¥ 


CIO Hits State Commissions 


ra adopted by the recent 
CIO national convention at Cleve- 
land urges the expansion of FCC juris- 
diction to the exclusion of state commis- 
sions. It was urged by Joseph A. Beirne, 
head of the CIO Communications Work- 
ers of America. 

Pointing to Bell system control of “90 
per cent of the nation’s telephone busi- 
ness” as making that industry “practi- 
cally impervious” to rate regulation, the 
resolution calls on Congress to expand 
FCC authority so that all telephone rates 
throughout the United States will be fed- 
erally regulated. It recites that “consid- 
erable moneys, time, and energy, which 
are now being expended by the many 
rate-making commissions, can be saved 
and more efficient regulation of industry 
can be achieved all in the interest of 
the public, if the power to regulate all 
rates, including long-distance telephone 
agencies, were concentrated in a single 
Federal agency.” 


¥ 


Television Censoring Banned 


HE Federal District Court at Phila- 

delphia recently ruled invalid a 
Pennsylvania regulation to censor all 
films to be used on telecasts emanating 
from television stations in the state. The 
court held that the attempt of the State 
Board of Censors to insert itself in a 
censorship position regarding television 
interfered with the Federal Communi- 
cations Commission’s authority over 
radio and television operations. 

“T am satisfied,” Chief Judge William 
H. Kirkpatrick said in an opinion, “that 
in the field of television there has been a 
plenary exercise by Congress of the 
power to regulate and a complete occupa- 
tion of the field, including censorship.” 
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Financial News 
and Comment 


By OWEN ELY 


The Kind and Quantity of Utility 
Data Desired by Analysts 


A a recent luncheon conference held 
by officials of the Irving Trust 
Company* for an executive of a large 
utility company, a group of utility ana- 
lysts were asked for suggestions as to the 
best way to keep the analysts informed 
regarding a company’s operations. Such 
matters as the annual report to stockhold- 
ers, the insurance company report, and 
the quarterly reports were discussed. No 
very final conclusions were attempted at 
this short meeting, but the consensus of 
opinion seemed to be somewhat as fol- 
lows: 

To supply at least a minimum of 
needed statistical data, the annual report 
should contain the statistics presented on 
one page in the 1948 stockholders’ report 
of Minnesota Power & Light. (See ac- 
companying reproduction.) If feasible, 
it was also suggested that some additional 
data now included in the special reports 
to insurance companies might also be 
made available, either in the annual re- 
port or in a supplementary report. These 
“annual statistical data and financial in- 
formation” have been furnished by lead- 
ing utilities to insurance companies and 
to a few Wall Street houses for some 
years. They were first considered semi- 
confidential in character, but are now 
generally regarded as public information. 
They consist of about five sheets, and 


*Home of the famous “Utility Round 


Table.” 
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are chiefly of interest because they in- 
clude a breakdown of plant account and 
depreciation reserve between different 
departments. Revenues, kilowatt-hour 
sales, and customers are also classified 
in considerable detail. Operating and 
maintenance expenses are allocated both 
to (1) electric, gas, etc., operations, and 
(2) production, transmission, etc. These 
figures make it possible to estimate (sepa- 
rately) the return earned on the rate base 
for electricity, gas, transit, etc. Such data 
are immensely valuable to the utility 
analyst for companies such as Consoli- 
dated Edison, for example, which have 
important gas operations. Unfortunately, 
they are not made available in prospec- 
tuses. 


HE insurance company reports also 

give valuable data on generating 
plants, the annual load factor, average 
fuel cost, BTU’s per kilowatt hour (a 
measure of generating efficiency), etc. 
The data in these reports are, of course, 
compiled, supplemented, and digested in 
the reports of the Institutional Utility 
Service (1 Wall Street, New York) 
which are available on a subscription 
basis. 

If a company does issue a supplemen- 
tal report for the analysts, it was felt 
that it would be advisable to include a 
note in the annual report that it was avail- 
able to any stockholder who wished to 
request it. It was generally agreed that 
monthly earnings statements are of par- 
ticular interest to large stockholders, and 
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FOR THE ANALYST 


Operating Revenues 1948 1947 1946 1945 1944 
Residential $ 2,356,085 $ 2,173,718 $ 1,989,324 $ 1,832,769 $ 1,748,785 
Rural 719,895 595,165 492,299 387 340,5 
Commercial 1,702,258 1,509,952 1,247,132 
Industrial 5 5,211,356 4,202,295 

Government & Municipal 483,080 457,298 

Railroads & Railways ... 78,677 77,790 

Other Electric Utilities .. 715,690 590,918 

Miscellaneous Revenues . , 100,538 89,801 83,406 

Steam Heating Revenues , 90,655 75,457 72,152 


Total Operating Revenues $13,112,741 $11,151,137 $ 9,485,134 $ 9,227,765 $ 8,904,105 











Industrial Revenues 
Iron Ore Mining $ 3,875,501 $ 3,254,270 $ 2,504,160 $2,869,265 $ 2,804,041 
Manufacture of Steel & 

Iron Products 399,112 354,698 313,698 305,686 332,374 
Shipyards — —_ 5,990 102,490 178,458 
Coal & Ore Docks ...... 156,250 143,069 142,210 139,260 138,243 
Manufacture of Cement . 273,782 201,241 184,518 118,353 72,862 
Grain Elevators 78,370 55,949 53,903 60,533 58,926 
Paper & Pulp Mills 975,119 589,488 433,905 402,692 409,383 
Manufacture of Ferro- 

silicon aa — 38,699 70,306 (197) 
Miscellaneous 699,776 612,641 525,212 489,543 473,300 


Total Industrial Revenues $ 6,457,910 $ 5,211,356 $ 4,202,295 $ 4,558,128 $ 4,467,390 








Customers 
(Net End of Year) 

Residential 47,259 46,164 t 43,490 43,130 
10,039 9,114 j , 5,845 

Commercial 7,058 6,950 ; , 6,339 

Industrial 573 558 3 

Government & Municipal 325 327 311 

Railroads & Railways ... 1 


1 
Other Electric Utilities .. 29 28 23 
Steam Heating Customers 266 263 245 


Total Customers 65,550 63,405 , 57,774 








Residential Use 


Annual Kilowatt Hours 
Per Customer 1,705 1,528 1,272 


Annual Revenue Per Cus- 
$50.49 $47.72 $45.03 $42.49 $40.69 


Revenue Per Kilowatt 
2.96¢ 3.12¢ 3.26¢ 3.34¢ 3.40¢ 
Sales and Total Requirements 
(Thousands of KWH) 

Residential 79,577 69,599 60,992 54,852 51,410 
Rural 17,645 13,427 10,626 8,082 6,785 
Commercial 62,032 58,395 50,954 42,948 41,304 
Industrial 450,383 393,697 314,497 333,268 331,876 
Government & Municipal 25,916 24,534 23,055 22,206 21,170 
Railroads & Railways ... 6,678 6,723 6,794 6,707 6,347 
Other Electric Utilities .. 70,306 56,034 45,969 36,608 33,125 


Total Energy Sales 712,537 622,409 512,887 504,671 492,017 
Company Use & Losses . 111,237 100,796 88,136 82,429 78,558 


Total Requirements 823,774 723,205 601,023 587,100 570,575 
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Power Supply 
(Thousands of KWH) 
Hydro Generation 
Steam Generation 
Purchased & Interchange 
Power (Net) 


472,050 
332,359 


19,365 


544,787 
204,365 


(25,947) 


583,827 
80,137 


(62,941) 


601,370 
50,948 


(65,218) 


580,912 
61,246 


(71,583) 





Total Supply 823,774 
System* Capacity 
(Installed Kilowatts) 
Steam-Electric 
Hydro-Electric 


73,850 
95,036 


723,205 


73,850 
95,036 


601,023 587,100 570,575 


73,850 
95,036 


73,850 
95,036 


73,850 
95,036 





Total Installed Capacity . 168,886 
System* Demand 
Maximum Kilowatts .... 160,760 
Miles of Line 

Over 33,000 Volts 

33,000 Volts and Under . 


603.4 
3,459.9 


Long-term Debt 
Principal Amount Out- 
standing—End of Year 
Interest Charges—Year . $ 902,747 $ 
Preferred Stock 
Par or Stated Value— 
End of Year 
Dividends 


Common Stock 
Income Available 
Dividends 
Dividends Per Sharet .. $ 


$ 1,997,804 
$ 1,272,500 
1.96 


( ) Indicates red figure. 

* Includes Superior Water, Light & Power 
Company. 

+ Excludes $600,000 of serial notes classed 
as current liabilities. 


to utility analysts and investment advis- 
ers in leading cities. When merely re- 
leased to the press and the financial serv- 
ices, the figures are sometimes sum- 
marized or published without complete 
explanatory footnotes. Therefore, a 
limited mailing list should be maintained 
for those who, in addition to the press 
and the services, might wish to receive 
the figures. It was generally agreed that 
balance sheet figures in these monthly 
statements are an unnecessary expense. 

It was also agreed that the quarterly 
reports might well take the form of a 
news letter, similar to that distributed 
by Consolidated Edison of New York 
and some other large utilities. Because 
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168,886 


144,825 


507.2 
3,377.2 


168,886 168,886 168,886 


130,891 120,209 119,984 


505.3 
2,844.8 


505.3 
3,006.9 


507.2 
3,171.3 


$29,600,000} woey eee tee $31,400,0007 $32,484,000 
914,253 


926,253 $ 1,372,748 $ 1,536,087 


$11,600,000 $14,904,000 
$ 694,665 $ 864846 $ 


$14,574,322 
985,743 


932,879 $ 742,789 
106,622 0 


$ 1,566,910 $ : 
0.194 $ 0 


$ 213,225 ‘$ 
$ 0.388 © §$ 


+ Based on number of shares outstanding at 
end of year as follows: 
1944—2,000,000 1947—550,000 
1945— 550,000 1948—650,000 
1946— 550,000 


.d 


of current rapid changes in plant account, 
capital structure, etc., it was considered 
important to include the up-to-date bal- 
ance sheet in these reports, possibly in 
abbreviated form. The income statement 
would be for the month, the quarter, and 
the twelve months’ period, compared 
with the corresponding earlier figures, 
and would clearly show the earnings for 
common stock both on actual shares and 
average shares outstanding. This letter 
would presumably replace the monthly 
earnings release for four months of the 
year. 


g §- quarterly letter should also in- 
clude news stories regarding im- 
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portant new developments such as rate 
decisions, important financing, installa- 
tion of new equipment, election of offi- 
cers, or other timely topics or publicity. 

Some companies make a practice of 
mailing the quarterly letters when divi- 
dend checks are distributed. The ana- 
lysts felt that when this involves a delay 
in releasing the information, the two 
mailings should not be geared together. 
If for economy or other reasons a single 
mailing is necessary, then the usual 
monthly earnings statement should be 
released to the limited list at the earliest 
possible date, despite duplication in the 
quarterly letters. 


Sd 
Progress of Holding Company 


Integration 


INCE our last review of holding com- 
pany integration (August 4th Fort- 
NIGHTLY, pages 170-174) substantial 
progress has been made. The Niagara 
Hudson plan has been approved and will 
be consummated by exchange of securi- 
ties on or about January 3rd. The Ameri- 
can Power & Light plan has been ap- 
proved by the Federal court and will 
doubtless go into effect in December or 
January. 

However, the Long Island Lighting 
plan has been conditionally approved by 
the SEC, with somewhat better treatment 
accorded common stockholders, but it 
remains to be seen whether the latter will 
be satisfied. A new official plan has been 
proposed for streamlining Philadelphia 
Company. A tax decision may expedite 
the trustees’ plan for making an open- 
end trust out of Central States Electric 
and its affiliates. Efforts are being made 
to take International Hydro-Electric out 
of bankruptcy. The West Penn Electric 
plan was rather informally approved 
and promptly put into effect. A decision 
in United Light & Railway’s plan ap- 
pears to be overdue. Soon the SEC will 
have its major integration and dissolu- 
tion problems behind it, and the commis- 
sion can then give more time to the so- 
called “stub” cases, the smaller holding 
companies, and other odds and ends of 
the integration program. 


MERICAN & ForeIGN Power. Due to 
the delay in effecting sale of some 
$20,000,000 to $30,000,000 Cuban Elec- 
tric Company mortgage bonds, as well 
as the shortage of cash in New York and 
the passing of dividends on the first pre- 
ferred stocks, no progress seems to have 
been made as yet with a new recapitaliza- 
tion plan. 

American Power & Light. The plan 
to distribute most of the system holdings 
in the ratio of 82 per cent to preferred 
stockholders and 18 per cent to common 
stockholders has been approved by the 
SEC. A Federal court hearing was held 
November 7th and a favorable decision 
was handed down. As soon as the 
order is signed trading will be initiated 
on a “when-delivered” basis in Texas 
Utilities, Florida Power & Light, Mon- 
tana Power, Minnesota Power & Light 
(already over-counter) and American 
Power & Light (new). The holding com- 
pany is being kept temporarily alive to 
retain control of the northwestern group 
—Pacific Power & Light, Washington 
Water Power, and Portland Gas & Coke. 
The last-named company will later be re- 
capitalized on a basis which will greatly 
reduce the common stock interest of 
American Power & Light, and this re- 
maining small investment will probably 
be disposed of. Eventually Washington 
Water Power may take over contro] of 
Pacific Power & Light, following which 
Washington’s stock would be distributed 
to holders of American (new), permit- 
ting the latter to dissolve. According to 
Wall Street estimates, the new stocks are 
expected to sell somewhere around the 
following levels, and pay dividends as 
indicated : 


Esti- Initial Esti- 
mated Est. Div. mated 
Price Rate Yield 


Texas Utilities .... 18% $1.12* 61% 
Florida Power & 

Light 1 1.20 6.5 
Montana Power ... 183 1.40 7.6 
(Minnesota Power & 

Light 7 2.20 8.0 
American Power & 

Light (new) .90 6.7 


*May be increased to $1.35 during 1950. 
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When fully seasoned over the next year 
or so, and with possible dividend in- 
creases for Texas and Florida, prices 
might be expected to work somewhat 
higher. 


ENTRAL Pus ic UTILITI1Es. Eventual 
merger of the three holding compa- 
nies—Central Public Utilities, Consoli- 
dated Electric & Gas, and Islands Gas & 
Electric—is proposed. At present the 
system is enjoying a substantial tax ad- 
vantage, since interest on the Central 
Public Utility debentures (unpaid for 
many years) can be deducted for tax 
purposes, It will therefore be of advan- 
tage to keep the debentures alive as long 
as possible, but eventually they will 
doubtless have to be converted into com- 
mon stock. Break-up value of the deben- 
tures is estimated around 30-40. 

Central States Electric. The trustees’ 
plan filed last December proposed the 
merger of Central States, Blue Ridge, 
and American Cities into an open-end 
trust. A long-awaited tax ruling was re- 
cently handed down, apparently making 
the exchange of old securities for trust 
shares tax-exempt, and this has resulted 
in the senior preferred stock advancing 
nearly 50 points. (At this writing it is 
around 130 compared with the year’s low 
of 55.) There are still various uncertain- 
ties, such as pending stockholder litiga- 
tion, to be cleared up. 

Cities Service Company on October 
15th applied to the SEC for permission 
to sell by negotiation its 2,000,000 shares 
of Ohio Public Service common stock. 
The company claimed that the offering 
was too large to handle by competitive 
bidding. Proceeds of the sale will be used 
to retire debentures. Cities Service still 
holds 98.5 per cent of Toledo Edison’s 
common stock. Integration of a subhold- 
ing company, Arkansas Natural Gas, 
must also be completed before the parent 
company will complete its compliance 
with the Holding Company Act. 

Commonwealth & Southern’s plan be- 
came effective October Ist and the com- 
pany has now passed out of the picture. 
The new holding company for the south- 
ern half of the system, Southern Com- 
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pany, is currently offering 1,500,000 new 
common shares, without subscription 
rights. With a dividend rate of 80 cents 
the stock advanced to 11} but is currently 
slightly lower. Consumers Power, Ohio 
Edison, and Central Illinois Light have 
gradually recovered from the depression 
effects of arbitrage operations preceding 
the actual exchange for Commonwealth 
stocks, as well as subsequent liquidation 
by small speculators. 


ASTERN UTILITiEs AssociaTES. While 
the SEC wants to dissolve this small 
holding company, it is proposed that 
“complexities” be eliminated through 
(1) purchase of any publicly held blocks 
of common stocks of Fall River Electric 
and Montaup Electric exceeding 10 per 
cent of outstanding shares, and (2) re- 
classification of the parent company’s 
shares, Capital consists of about 686,000 
shares of common stock and 790,000 
shares of “convertible” stock. In liquida- 
tion each convertible share is entitled to 
receive half the amount received by each 
common share. With the common stock 
currently paying $2 and selling around 
24, and the convertible at 6 over-counter, 
the potential value of the latter might 
theoretically be doubled if liquidation 
rights became effective. A protective 
committee is headed by R. W. Babson of 
Babson Park, Massachusetts. Presum- 
ably, if dissolution is effected under an 
SEC order, however, the commission 
would determine the respective rights of 
the two stocks on an investment value 
basis. 

General Public Utilities has not yet 
disposed of its equity interest in Staten 
Island Edison, last of its New York sub- 
sidiaries. Future disposition of Manila 
Electric also remains undetermined. The 
SEC will doubtless determine eventually 
whether Pennsylvania and New Jersey 
subsidiaries can all be retained. 

International Hydro-Electric. A pro- 
posal has been made to take the company 
out of bankruptcy, On October 10th Fed- 
eral Judge Ford at Boston took under 
advisement a petition by the directors for 
permission to employ counsel to inquire 
into the advisability of halting liquida- 
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tion of the system. The status of the 
trustees’ plan filed with the SEC April 
20th (described in the August 4th issue 
of this department) remains uncertain. 


ein IsLAND LIGHTING’s plan has been 
conditionally approved by the SEC, 
the major alteration being that the com- 
mon stock should receive a small alloca- 
tion of assets instead of 35 cents a share. 
A protective committee for common 
stockholders wants 26 per cent allocated 
to common stock, and has asked permis- 
sion to solicit proxies, but it is not clear 
whether the committee is prepared to 
fight aggressively in the Federal courts 
for an increase. In the twelve months 
ended September 30th, consolidated net 
income was $3,428,000 or $1.41 on the 
new common. 

Consolidated Edison has proposed, 
subject to SEC approval, to offer each 
new share of Long Island Lighting com- 
mon stock $11.58 face value of converti- 
ble debentures, similar to the present is- 
sue which is selling around 113. Apply- 
ing the latter price the offer would make 
the new common worth about 13. This 
would compare with the price of 14 based 
on ten times earnings. It is believed in 
some quarters that Consolidated Edison 
may have to improve its offer in order to 
obtain the desired amount of stock. 

New England Public Service. No fur- 
ther portfolio liquidation has occurred, 
probably because the stocks of the two 
principal subsidiaries, Central Maine 
Power and Public Service of New 
Hampshire, have not improved in price 
much since April. The subsidiaries have 
been issuing new-money stock and re- 
building their earning power, hurt by re- 
curring droughts. Also, the escrow case 
(the prior preference stubs) remains un- 
settled. 

Niagara Hudson Power. The plan was 
recently approved by the Federal court 
and when-distributed trading has been 
initiated in the stock of the new merged 
operating company (temporarily named 
Niagara Mohawk Power) around 213. 
The new stock, which is expected to pay 
$1.40, yields about 6} per cent, and when 
fully seasoned might perhaps be expected 


to yield around 6 per cent, assuming con- 
tinuance of present market yardsticks. 

North American Company. Distribu- 
tion of West Kentucky Coal has been 
completed. Liquidating value is esti- 
mated to be around 20-22, if the SEC 
should order the company to distribute 
remaining holdings. Current litigation 
may delay the issue. 


| gr omnes Company. The pre- 
vious plan proposed to exchange a 
new convertible preference common 
stock of Duquesne Light for Philadel- 
phia Company preferred stocks. The 
new plan proposes the issuance (to Phil- 
adelphia Company) of a 44 per cent first 
preferred by Duquesne and a 5 per cent 
first preferred by Equitable Gas (both 
$50 par). Holders of Philadelphia Com- 
pany 6 per cent preferred ($50 par, non- 
callable) would have five years to ex- 
change each share for four-tenths share 
of Duquesne preferred, three-tenths 
share of Equitable preferred, and $15 
principal amount of Equitable 4 per cent 
20-year debentures. The small issue of 5 
per cent preferred ($10 par) would be 
paid off at $11 cash per share. Appar- 
ently no offer is proposed for exchange 
of the $5 and $6 preferred stocks, both 
of which are callable at 110, 

United Corporation. The company has 
now received permission to distribute 
one-tenth share of Niagara Hudson 
Power to each share of its own common 
stock. The SEC has asked for further 
information regarding the plans of the 
management to convert the company into 
an investment trust, and also as to the 
disposition to be made of the warrants. 

United Light & Railways. The SEC 
has not yet approved the plan. 

West Penn Electric. Following ap- 
proval of the earlier plan this year, for 
concentrating control of subsidiaries in 
the parent company, the latter quickly 
obtained approval for a recap plan which 
completes system compliance with the 
Holding Company Act. It has redeemed 
its $5,000,000 debenture 5s of 2030, pur- 
chased 584,000 shares of Monongahela 
Power from West Penn Power, and re- 
tired its own large issues of preferred 
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and class A stocks. The company issued 
and sold about 857,000 additional shares 
of common stock, making the new capi- 
talization (after elimination of intangi- 
bles) approximately as follows: 


Subsidiary Debt ... $146,241,600 
Subsidiary Pfds. .. 62,875,379 
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Company Debt 


Minority Interest ... 


2,430,294 


$211,547,273 


Common and Surplus 


e 





35,372,500 
$246,919,773 84.6% 

45,101,130 15.4% 
$292,020,903 100.0% 


CURRENT UTILITY STATISTICS AND RATIOS 


Operating Statistics (September) 
Output KWH—Total ............ 
Hydro Generated ............+- 
Fuel Generated ...ccccccccssccs 
EEN eee 
IMIR Sie inves canwesesa 
a fe 


Oi 
CE cee ecuiebeiacsdantece 


Sales, Revenues, and Rates (August) 

KWH Sales—Residential ......... 
Commercial ....... 

OE aes 

.. 2. eee 
Revenues—Residential ............ 
os 

PED ic cawceceene 

‘Retel, BG. MING, GRIEB cine cccccs. 


Revenues and Income (August) 
Elec. Rev., incl. misc. rev. ......... 
Bs, MIE 3 ho ncddvncccconccess 


Expenditures (July) 
My é6eadadekvulsadtssceteuckeds 
NE Satine cn ceeeeknd AveReus 
DEY gccceusiwnndevne cs 
DIE =: can wccdessaeue deen 
EE (Gachwn de Wa-on 000 sescacdctces 
DL: cntecodebebensseyeubunene 
AMBOURIRTEOR, GRE. coe ccccsseccces 


Earnings and Dividends (July) 
2 Ee rere errr 
Preferred Div. (est.) ...<ccccccces 
Bal. for Common Stock (est.) .... 
Common Dividends (est.) ........ 
Balance to Surplus (est.) ......... 


Utility Financing (September)* 
err reer 


Life Insurance Investments (January Ist-October 22nd) 


SU SE aos onc oueesevdedine 
RE BMI wise cneedaecuscopncet 


ee eee ee ee) 


Unit Used 
Bill. KWH 


Mill. KW 
Mill. 
Mill. tons 
Mill. MCF 
Mill. bbls. 
Mill. tons 


Bill. KWH 


Amount 
Latest Latest 
Month 12 Mos. 

23.9 290.4 
7.3 _ 
16.4 — 
60.0 — 
42.1 — 
6.6 — 
54.1 — 
5.8 — 
28.2 — 
3.4 43 
3.1 35 
8.7 106 
21.5 257 
105 ~=—:1,305 
85 1,002 
101 1,225 
360 4,287 
364 4,338 
3 123 
60 745 
73 842 
63 756 
32 373 
63 765 
21 233 
1 22 
53 724 
8 98 
45 626 
37 410 
8 216 
58 — 
41 — 
99 
— 827 
— 73 
== 900 
— 19% 


Per Cent Increase 


Latest 

Month 
1% 
9 


10 


D74% 
8 
D61 


Latest 
12 Mos. 


wn 
R 


D24% 
152 
D8 
D6 


D—Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding issues. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


11/3/49 Indicated Share Earnings 
Price Dividend A ory 12 Mos. Cur. Prev. %In 
About Rate teld Ended Period Period crease 


th’ 
if 


a 


Natural Gas—R etail 
Arkansas Natural Gas ... $ .40 3.6% Dec. 
Atlanta Gas Light 20 : 6. June 
Columbia Gas System .... J June 
Consol. Gas Util. .......- far, 
Houston Nat. Gas uly 
Indiana Gas & Water . Sept. 
Kansas-Neb. Nat. Gas ... Dec. 
Laclede Gas Light June 
Lone Star Gas Sept. 
Minneapolis Gas Dec. 
Mobile Gas Service June 
Montana-Dakota Util. ... June 
National Fuel Gas July ‘ 
National Gas & Elec. .... Dec. 164 D8 
July 3.17 D7 


Okla. Natural Gas q 
Pacific Lighting Sept. 3.18** 4.55**D30 
Dec. 2.43 1.91 28 


Pacific Pub. Serv. ...... 
Peoples Gas L. & C, .... June 11.37 10.36 10 
Dec. 20 at 6D 


Rio Grande Valley d 
Rockland Gas Dec. 2.73 3.36 D19 
Sept. 33 31 7 


Southwest Nat. Gas ‘ 
June 144 1.74 DI7 


United Gas 
Washington Gas Light .. Sept. 1.10** 2.05** D46 


fA 
et tt he 
tA 

aioe 


Ce 
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te 


wd add TR wa OEE 8 et 
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Is 


_ 
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Natural Gas—Wholesale and Pipeline 
American Natural Gas .... 29 
El Paso Nat. Gas 26 
Interstate Nat. Gas 29 
Mississippi Riv. Fuel .... 34 
Missouri-Kansas P. L. ... 33 
Mountain Fuel Supply ... 19 
Northern Nat. Gas 36 
Panhandle East. P. L. .... 66 
Republic Natural Gas .... 37 
Southern Nat. Gas 35 
Southern Production 9 
Southwest Gas Prod. .... 9 
Tenn. Gas Trans. ........ 25 
Texas East. Trans. ...... 7 


Sept. $1.71 $ .33 
Aug. 2.15 2.13 
Dec. 2.03 1.71 
Sept. 2.48 — 
July 353 — 
Dec. 91 94 
June 2.65 86 
79 

2 

76 


tA 
lt a” hb” Renin 
NQHKO OA 


8 


2. 
Sept. 471 4. 
June . 2.7 
Sept. . 2. 
June é 28 
Dec. ; 

July 

Sept. 


New ere 
wl | S8SRRSSSSE8 
wn UN AiNwAUOAD, 
al | Wiisarirocw: 
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S 
O 
O 
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S 
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O 
O 
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De ek tet) et et et et 
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| 
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Averages 
Manufactured Gas—Retail 
Bridgeport Gas 
Brockton Gas Lt. ........ 
Brooklyn Union Gas .... 
Hartford Gas 
Jacksonville Gas 
Kings County Ltg. ...... 
New Haven Gas Light .. 
Providence Gas 
Seattle Gas 
South Jersey Gas 


> » 


a 
+? 
te 
3S 
a 
a> mH 


Dec. 
Dec. 
Sept. 
Dec. 
Dec. 
Sept. 
Dec. 
Dec. 
June 
Sept. 


Averages 5.4% 12.8 


el b* Beta 
x 
| | 
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— 
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Www 


D—Decrease or deficit. E—Estimated. C—Curb exchange. O—Over-counter or out-of- 
town exchange. S—New York Stock Exchange. *Company serves mixed gas but the trend 
in most cases is toward greater use of natural gas, hence we have dropped the separate classifica- 
tion. PF—Pro Forma. #—Nine months ended September 30, 1949. **—Earnings are based 
on present number of shares outstanding. t—Seven months ended July 31st. 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES i 
rece- 


11/3/49 Indicated ——-Share Earnings———_—— Earn 
Price Dividend . 12 Mos. Cur. Prev. Go In ings 
About R Ended Period Period crease Ratio 


Telephone Companies 
Bell System 

Amer, Tel. & Tel. ........ 145 . 3 Aug. $891 $9.94 D10 163 
Cinn. & Sub. Bell Tel. .... 74 . ; Dec. 3.76 385 D5 : 
Mountain Sts. T. & T. ... 102 ' ‘ Sept. 6.04* 5.25* 15 

New England Tel. ....... 93 . . Sept. 5.85 4.72 24 
Pacific Tel. & Tel. ...... 102 J , Aug. 6.08* 5.36* 13 

So. New Eng. Tel. ...... 32 f , Dec. : 94 §136 


Averages 


Independents 
Associated Tel. A 
General Telephone 
Penmewiag TE. ......000 
Rochester Tel. .......... 


R 


elel ite) 
An 
NAW 
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ansit Companies 

Baltimore Transit 
Chicago S. S.& S. B. .... 
2 ee eee ee 
Dallas Ry. & Term. ...... 
Duluth Sup. Trans, ...... 
Kansas City Pub. Serv. .. 
Los Angeles Transit .... 
Nat’l. City Lines 

Phila. Transit 

Rochester Transit 

St. Louis Pub. Ser. A .... 
Syracuse Transit 

Third Ave. Transit 

Twin City Rapid Tr. 
United Transit 
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Averages 


Water Companies 

Holding Companies 
Amer. Water Works .... $ .60 ‘ © i $ .78 
N. Y. Water Service .... 0 749 2.89 
Northeastern Water 1.27 92 


Operating Companies 
Bridgeport Hydraulic .... 
Calif. Water Serv. ...... 
Elizabethtown Water .. 
Hackensack Water 
Indianapolis Water 
Jamaica Water Supply ... 
Middlesex Water 
New Haven Water 
Ohio Water Serv. ....... 
Phila. & Sub. Water ... 
Plainfield Union Wt. .... 
San Jose Water 
Scranton-Spring Brook .. 
Southern Cal. Water .... 
Stamford Water 
West Va. Water Serv. ... 


Averages 


— 
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$1.62* $1.65* 
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D—Deficit. E—Estimated. C—Curb exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. *Based on present number of shares now outstanding. 
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New England 


P*® and con arguments as to the eco- 
nomic feasibility of further hydro- 
electric developments in the New Eng- 
land states are reaching crescendo pro- 
portions, as evidenced by reports coming 
from the Hub city and its environs. 
Arthur D. Weston, chief eng :icer of the 
department of public health of the state 
of Massachusetts, reported on this sub- 
ject to the recess ccmmission of the 
Massachusetts legislature in Boston, Oc- 
tober 18th. The committee is studying 
hydroelectric power development possi- 
bilities. Weston said that, if the state of 
Massachusetts had 36 per cent of its 
area covered with 10 feet of water and 
there was available a highly improbable 
drop of water of 150 feet from the huge 
dam that would be required to hold back 
the water imaginarily impounded, the 
power thus developed would still be far 
short of the requirements of the state. 

He thought the expense involved 
would be utterly fantastic. By painting 
this imaginary picture he wished to em- 
phasize that any large-scale hydro de- 
velopment which would attempt to satis- 
fy the power needs of the area would 
require the wiping out of many large 
cities and towns, or parts of them. This 
would boost the expense of the construc- 
tion of such a dam. In the event of a 
drought, further expense in the nature 
of stand-by steam plants would be re- 
quired. 

The sanitary engineer disclosed that 
a recess commission which studied the 
development of inland waterways in 
Massachusetts in 1948 reported that, if 
all possible sites were developed to full 
capacity, only about 340,000 kilowatts of 
hydroelectric power could be developed. 
The remaining 1,357,000-kilowatt capac- 
ity required by New England at the 
present time would have to be supplied 
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Water Power 


by steam or some other power-producing 
agency, according to Mr. Weston. 


——- to statements made at the 
recess commission meeting was 
made by Assistant Secretary of the In- 
terior Davidson in a telegram on Octo- 
ber 20th to the late Chairman Vahey 
of the Democratic state committee. 
Davidson’s telegram stated that he didn’t 
know whether the reason was due to 
failure to understand the gains possible 
through Federal river development or 
“whether it is due to opposition from 
groups which profit from unduly high 
power rates.” In claiming this statement 
to be false Davidson stated there were 
seven Federal reservoir projects already 
built in New England with a power po- 
tential of 48,000 kilowatts, “but not one 
of the power installations in these proj- 
ects has ever been authorized.” He 
added: “It’s foolish to construct flood- 
control and navigation dams _ which 
could also provide needed power without 
getting power.” He said that federally 
constructed multipurpose projects proved 
the most economical means of develop- 
ing a river. He further added that 3,- 
000,000 possible kilowatts of electric 
power are potentially available. 

Going back to the Boston session on 
October 18th, W. F. Restall, formerly 
of Springfield and now with the New 
England division of the Corps of Engi- 
neers, confirmed the view that the hydro- 
electric power development possibilities 
in Massachusetts are decidedly slim. 
Further and more complete investiga- 
tions in New England on the part of the 
Army Engineers cannot be obtained un- 
til the so-called Lodge bill, which gives 
the Engineers wide exploratory powers, 
becomes law. In commenting on the pri- 
vate utility hydro developments up until 
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this time, Restall stated that with the 
possible exception of potential sites at 
Knightville and Enfield he knew of no 
site in Massachusetts which is a “really 
good” site where power could be devel- 
oped over and above what power compa- 
nies have done. 

Otis D. Fellows, chief engineer of the 
State Planning Board, speaking as an 
individual, said that he knew of no 
streams in Massachusetts which could be 
developed for power. He pointed out 
that the reports of Army Engineers on 
flood control in the Connecticut and 
Merrimac river valleys were partly the 
basis for flood-control compacts sub- 
mitted to New Hampshire, Vermont, 
Connecticut, and Massachusetts. Noth- 
ing in the compact would hinder hydro- 
electric development, according to the 
engineer. 


"oe are currently available two in- 
teresting articles dealing with the 
New England power situation in the 
light of The New England Council en- 
gineering report on the subject. This 
report was prepared for the council by 


the Chas. T. Main, Inc., consulting engi- 
neering firm of Boston. It was instigated 
at the request of the council after critics 
had accused the utilities of neglecting to 
develop more fully the natural water re- 
sources of New England, thereby caus- 
ing industries to move away because of 
high power rates. 

One of these is a booklet prepared by 
R. H. Knowlton, president of the Con- 
necticut Light & Power Company, and 
entitled “The Electric Power Situation 
in New England.” The other, of a some- 
what more technical nature, is a paper 
presented at the ninety-fifth quarterly 
meeting of The New England Council, 
Manchester, Vermont, June 10, 1949, 
and written by Howard M. Turner, con- 
sulting engineer, Boston, and professor 
of the practice of civil engineering, Har- 
vard University. The title of the paper 
is “Water Power in New England.” 
Copies of the paper can be obtained at a 
cost of 25 cents each from The New 
England Council, Statler building, Bos- 
ton. Copies of Mr. Knowlton’s booklet 
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were made available by the Connecticut 
Light & Power Company, Hartford, 
Connecticut. 

Mr. Knowlton approaches his discus- 
sion of the New England power situa- 
tion with a recital of the geographical 
and topographical requisites necessary 
for the practical utilization of water 
power from natural streams. He points 
out the difference in elevation between 
the headwater of the stream and tide- 
water, and the reduction in elevation per 
mile of stream flow as being important 
factors in considering the use of avail- 
able water. Other factors which should 
be taken into consideration, according to 
the writer, are the annual rain-fall fig- 
ures, the value of the land to be flooded, 
and the availability and character of the 
power market and its distance from the 
power generation site. 


WwW these four criteria in mind, he 
notes that, in comparison to the 
Rocky mountain country in the Far 
West and the Northwest, where eleva- 
tion differences between headwaters and 
tidewaters are as high as 3,000 to 6,000 
feet—the average New England differ- 
ence of 1,200 feet is considerably smaller. 
Furthermore, sudden drops in elevation, 
common in the far western country, 
are quite unusual in New England 
geography. 

A marked difference likewise obtains 
in a comparison of rain-fall figures 
which average between 20 and 30 inches 
in typical New England seasons in con- 
trast to figures from 60 inches to 100 
inches in the Northwest. Similar differ- 
ences favoring the far western country 
are found in comparisons of the drainage 
areas of the rivers of the two sections and 
the rates of flow of the rivers in both 
parts of the country. 

The writer outlines the circumstances 
leading up to a decision on the part of 
The New England Council to look into 
the water-power situation. This council, 
which was formed with the avowed pur- 
pose of fostering industria] expansion in 
New England, took note of newspaper 
criticisms to the effect the utility indus- 
try was neglecting to develop the great 
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natural resources of New England and 
that this neglect resulted in high power 
costs, causing the migration of industry 
from New England. The council there- 
upon inaugurated its power survey. This 
disclosed that the development of water- 
power resources in New England was 
among the highest in the country. To 
summarize: (1) In Maine, which pro- 
hibited by law the export of water power, 
254,000 kilowatts have been developed 
with a remaining development of 263,- 
000 kilowatts feasible for the future; 
(2) in the remaining five states 668,000 
kilowatts have been developed with a re- 
mainder of 157,000 kilowatts yet to be 
developed; (3) since VJ-Day, 71,000 
kilowatts had been developed in New 
England; (4) additional power require- 
ments in these five states during the next 
ten years would amount to somewhat in 
excess of 1,000,000 kilowatts. 

It thus appears that, with but 157,000 
kilowatts of feasible water power yet to 
be developed, chief reliance in future, as 
in the past, must be on steam generated 
power. The Connecticut Light & Power 
Company was described as a company 
which has developed water power where- 
ever feasible. Yet in one case where 50,- 
000 kilowatts of undeveloped water 
rights still exist, the company has not 
since 1928 been able to go ahead, be- 
cause the resulting power cost would ex- 
ceed that of steam power. This notwith- 
standing the relatively high fuel costs in 
that area. 


ep the subject of whether power costs 
are responsible for the migration of 
New England industry, Mr. Knowlton 
observes that with few exceptions power 
costs constituted only a minor factor in 
determining the location of the indus- 
tries. These statements, based on The 
New England Council report, show that 
the power cost differential between the 
rates charged in New England and those 
of the South amounted to 1.5 mills per 
yard of cotton goods, selling at 20 cents 
a yard, and 3.7 mills per yard of woolens, 
selling at $3 to $5 per yard. Real reasons 
for industrial exodus were said to in- 
clude: the availability of raw material, 
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climatic conditions, cost of living, the 
availability of labor at lower rates, and 
taxes. Knowlton considers it significant 
that none of the textile companies that 
left Connecticut has located in the TVA 
territory, where the subsidized power 
rates are lower than those quoted in the 
area in which they have located. 

In the remaining pages of the booklet, 
issue is taken with statements of public 
power advocates that New England utili- 
ties are using “expensive, outdated — 
and wasteful — methods for generating 
power.” By noting the high efficiency at- 
tained in the steam plants of The Con- 
necticut Light & Power Company, 
Knowlton suggests that in the light of 
the acknowledged importance of electric 
service to modern day community life, 
the private utilities could well be granted 
tax reductions to permit them to offer 
rates comparable with those charged by 
federally owned enterprises. 


M:* TURNER'S paper, “Water Power 
in New England,” is, according 
to the author, “to some extent a technical 
discussion.” Important points discussed 
are made more clear with the use of 
graphs and maps. The general total of 
the treatise is one of objective appraisal 
of The New England Council report as 
compared with a Federal Power Com- 
mission report covering the same area. 
In it the author asserts: 


. . . Many of the textile mills, which 
enjoyed the advantage of cheap power 
from their own water-power plants, 
left New England and went south. 
The cost of power had nothing to do 
with their removal. They left their 
cheap water powers behind. Many of 
these were acquired by the public 
utility companies. At the present time 
there are still many industrial plants 
using their own or leased water power. 
When it is said that the cost of indus- 
trial power in New England is high, 
no consideration apparently is given 
to the low-cost water power now ob- 
tained by mills owning their own water 
powers, and by the textile mills in 
Lowell, Lawrence, and Lewiston, and 
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the paper mills at Holyoke and on the 
large rivers in Maine. 


Mr. Turner describes the methods em- 
ployed to obtain the maximum efficiency 
from hydro plants during the low- and 
high-water periods with steam plant fa- 
cilities available as a stand-by. He clari- 
fies any doubts as to the efficient utiliza- 
tion of New England water power by 
the private utility companies, as opposed 
to a Federal integrated system, by out- 
lining the operations of the Connecticut 
Valley Power Exchange and the New 
England Electric System working in 
unison and fixing loads in advance, de- 
pending upon hour-by-hour reports of 
water levels. In these cases, when steam 
power is needed, the plant which can 
furnish it most economically each hour 
is called upon to do so. The present inter- 
connection system is described as fol- 
lows: 


The Power Exchange connects the 
system in western Massachusetts and 
Connecticut with the New England 
Electric System. The latter is con- 
nected on the east and south with Bos- 
ton and Providence, on the north with 
the public service companies of New 
Hampshire and Vermont, and on the 
west with the power companies in New 
York. The whole territory is now a 
coordinated system. In the same way, 
Maine is all interconnected. It may be 
questioned whether Federal operation 
of the rivers as proposed can provide 
any more successful over-all integra- 
tion than there is at present. 


Se - analyzes the degree of pres- 
ent development of water power in 
New England as compared with other 
sections of the country. New Hampshire, 
for its area, has more developed water 
power than any other state in the country 
—40.6 horsepower per square mile of 
area. Massachusetts is the next with 35.8 
horsepower. The five New England 
states, excluding Maine, combined have 


32.2 horsepower per square mile—a fig-- 


ure exceeded only by three states : Wash- 
ington, with its Columbia river, 32.3 
horsepower ; Tennessee, with the TVA, 
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32.6 horsepower; and New York with 
Niagara, 33.4 horsepower. (All figures 
taken from the Federal Power Commis- 
sion’s latest published list.) 


O* the possibility that overdevelop- 
ment of water resources might be 
expensive, the writer has this to say: 


The [FPC] basis for all the new 
developments and redevelopments .of 
the present ones is not given in detail 
but they have apparently mostly been 
figured of a size to use the river flow 
available from 8 to 13 per cent of the 
time. The effect of increasing the size 
of a development in this way increases 
the size of the plant in kilowatts; it 
does not, however, increase the total 
power available in water and kilowatt 
hours by a corresponding amount. For 
example, an increase in size of devel- 
opment from a use of the flow available 
20 per cent of the time to that avail- 
able 10 per cent of the time on the 
average New England river means an 
increase of about two-thirds in the 
kilowatt capacity of the plant but the 
increase in kilowatt hours generated 
may be less than 20 per cent because 
the extra power is available for such 
a short portion of the time. 


Mr. Turner elaborates further on this 
phase of hydro power development when 
he states: 


The higher head plants, which usu- 
ally means the ones on the smaller 
drainage areas both in New England 
and elsewhere, are generally developed 
for the short-hour load, whereas the 
lower head plants on the main rivers 
are developed to a less extent. The 
New England Council figures were 
based on an average for these condi- 
tions. In this connection it is interest- 
ing to note that only two of the main 
river plants of the TVA are laid out 
to use water available less than 20 per 
cent of the time. Overdevelopment, 
which means wasted water at times of 
high water and excessive unused equip- 
ment at times of low water, is uneco- 
nomical whether financed by private 
capital or public authority. 
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N important factor peculiar to the 
New England situation is stressed 
by the engineer in his discussion of the 
flood-control aspects of any hydro devel- 
opment. He emphasizes that in that sec- 
tion of the country the same reservoir 
capacity cannot be safely used for con- 
servation and flood control—there must 
be storage space capacity set aside for 
each purpose. In the present New Eng- 
land development, up to this time, the 
United States Army Engineers have rec- 
ognized this as a correct principle in all 
their flood work undertakings. 

The paper concludes with a separate 
discussion of conditions in the state of 
Maine, where it is acknowledged that 
large amounts of undeveloped power un- 
doubtedly exist. With both sides in the 
controversy admitting the existence of 
large water resources in Maine, it is in- 
teresting to note Mr. Turner’s observa- 
tions on some of the qualifying features 
of the Maine situation. The New Eng- 
land Council report, he points out, recog- 
nizes 263,000 kilowatts as potentially 
available without taking into considera- 
tion the two international rivers ; namely, 
the St. John and the St. Croix. 

The Federal Power Commission, on 
the other hand, sees 268,000 kilowatts 
available on the international rivers and 
1,435,000 kilowatts on the others, a total 
of 1,703,000 kilowatts of which 435,000 
kilowatts are on the Penobscot—this dif- 
ference, according to the writer, is no 
doubt attributable in part to the FPC 
intention to assume development of more 
plants and redevelopment and enlarge- 
ment of existing plants. With the Maine 
rivers now being partly used by paper- 


mill industries operating on long-hour 
schedules, such redevelopment might 
mean a complete change in the operation 
of the power loads in Maine. 


to figure of 1,703,000 kilowatts, 
covering the Maine hydroelectric 
picture, when considered with any devel- 
opment of the Passamaquoddy potential 
closely approaches the 3,000,000-kilo- 
watt figure mentioned by Assistant Sec- 
retary Davidson. The difference between 
the 3,000,000 kilowatts figure and the 
FPC Maine figures approximates the 
hydro potential recognized by the coun- 
cil report. Thus, with the bulk of the 
Federal estimates being based on poten- 
tial water power in the state of Maine, 
it is interesting to note the conditions 
surrounding this undeveloped water 
power. According to Mr. Turner, two 
factors should be taken into considera- 
tion : 


1. Maine has prohibited by law the 
export of electrical power. 

2. If the power could be exported 
the expense of transmitting peak load 
power to the large load centers in 
Massachusetts would be very great— 
the chief undeveloped powers being 
more than 200 miles from Boston. The 
transmission of power that is used 
only part of the time is still more ex- 
pensive. The annual costs of a trans- 
mission line are fixed regardless of the 
amount of power transmitted over it. 
If peak load power, available only 25 
per cent of the time, is transmitted, 
the cost per kilowatt hour is four times 
that of transmitting base load power 
usable 100 per cent of the time. 





¢ aS OT Fecmpengrs in the broad sense, is made up of people 

who are aggressive enough and have enough sense of 
responsibility to mind not only their own but also other people’s 
business. They feel strongly enough about the importance of 
things being done right to assume the direction of them. They 
do things because of this feeling that they wouldn’t do just for 
money. They are willing to see action taken on their decisions, 
and if trouble comes they are willing to take the consequences.” 


—J. G. PLEASANTs, 
Vice president, Procter & Gamble Company. 
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In General 


FPC Reverses Examiner’s 
Ruling 


“tae Federal Power Commission re- 
cently reversed a ruling by an FPC 
examiner which would permit the Colo- 
rado Interstate Gas Company to charge 
separate rates for gas distributed to 
consumers and gas used by utilities. 

The examiner, at a Denver, Colorado, 
hearing, held that the company should be 
permitted to charge one rate for gas sold 
to public utilities for consumer use, and 
another rate for gas consumed by the 
utilities. 

In announcing its action early this 
month, the FPC said its ruling had no 
bearing on the procedures by which rates 
for gas sold by the Colorado Public Serv- 
ice Company were fixed—that it had 
done no more than block an attempt to 
free a considerable amount of natural gas 
from the commission’s rate rulings. 

The Colorado Interstate Gas Com- 
pany argued in its request for the new 
rate schedules that the rates would be 
applicable only when gas purchased by 
its principal customers — the Public 
Service Company, the city of Colorado 
Springs, and the Colorado-Wyoming 
Gas Company—was distributed to do- 
mestic and commercial users, 

The FPC, in its brief, pointed out that 
the Public Service Company purchases 
gas not only for distribution to domestic 
and commercial users, but also for use 
in generating electric and steam services 
when the company’s supply of coal 
diminishes. 

The city of Colorado Springs and the 
Colorado-Wyoming Gas Company are in 
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the same position, the commission said, 
except that these two agencies use nat- 
ural gas for furnishing fuel for pumping. 

The commission held it was impossible 
to separate the gas sold for distribution 
from gas used by the distributing 
companies. 

Chairman Nelson Lee Smith dissented 
in the opinion, and held that in reversing 
the examiner’s ruling, the commission 
was asserting authority over the sale of 
natural gas outside of its jurisdiction un- 
der the Natural Gas Act. 


REA Seeks Telephone Staff 


EA is looking for personnel with ex- 

perience in the telephone industry 

to help it carry out the new rural tele- 

phone program recently passed by 
Congress. 

Among other specialists, REA is en- 
couraging applications from inside and 
outside plant men, telephone traffic spe- 
cialists, rate engineers, and men experi- 
enced in the management and operation 
of telephone companies. Applicants with 
administrative experience alone, how- 
ever, are not being sought. 

Openings will be filled both in Wash- 
ington and traveling in the field. En- 
trance salaries in accordance with 
standard government schedules will 
range from $3,800 to $7,600, depending 
on training and experience. Applications 
are being received by the personnel divi- 
sion, REA, U. S. Department of Agri- 
culture, Washington, 25, D. C. Stand- 
ard government form 57 is available at 
most post offices and other Federal 
agency offices throughout the country. 
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Alabama 


Utility Wins Court Battle 


——— BELL TELEPHONE COm- 
PANY, seeking more revenue through 
increased rates, won its battle recently in 
the state supreme court. Just how much 
the utility will get, however, was unde- 
cided. The court instructed the state 
public service commission to approve a 
fair and reasonable rate structure. 

Explaining its refusal to go along with 
any definite schedule of phone charges, 
the tribunal said rate-making authority 
belongs to the state commission and is 
not a judicial function. 

A circuit judge, Walter B. Jones, in 
Montgomery granted the full $2,530,000- 
a-year increase asked by Southern Bell 


after the commission had sliced it to 
$360,000. 

The supreme court agreed with Judge 
Jones that the commission’s order would 
not give the utility a fair return on its 
investment, but said it is up to the com- 
mission body to do the actual rate fixing. 

Until final action is taken, however, 
the tribunal authorized Southern Bell to 
continue collecting the charges approved 
by Judge Jones. 

The supreme court said the commis- 
sion’s order would give the utility a rate 
of earnings far below what it should 
have, and that when rates are fixed too 
low it amounts to confiscation of 


property. 


California 


Studies Rate Increase 
Application 


ity Attorney Dion Holm of San 

Francisco recently announced that 

his office would oppose any “unwarrant- 

ed” increase in electric rates charged by 
the Pacific Gas and Electric Company. 

Holm said he had instructed Paul 
Beck, rate engineer in the city attorney’s 
office, to make an immediate study of the 
application of PG&E for an increase in 
rates. 

The company’s application, filed last 
month with the state public utilities 
commission, seeks a 6 per cent interim 
increase pending public hearings later 
looking toward a permanent increase in 
rates, — 

Holm stated the interim increase 
would cost San Francisco consumers ap- 
proximately $1,300,000 annually. 


Asks Interim Rate Rise 


Ha gas rates on an interim basis 
were sought last month by the 
Southern California Gas Company pend- 
ing a final decision by the state public 
utilities commission on the company’s 
application for an increase in rates. 

F. S. Wade, president of the company, 
said that increased earnings are needed 
immediately in order that the company 
can finance extensions required to supply 
the company’s rapidly growing territory. 

“Early in the coming year we must 
obtain several million dollars in new 
money to finance necessary additions to 
the gas system to serve our customers 
adequately and to make payments on our 
present and prospective obligations. In 
order to attract investors, it is essential 
that we show improved earnings imme- 
diately.” 


oe 
District of Columbia 


why it should not be restrained from 
selling, installing, and financing gas fur- 
naces, refrigerators, hot-water heaters, 
stoves, and other appliances was issued 
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Gas Company Faces Court 


AN order requiring the Washington 
Gas Light Company to show cause 
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in district court on November Ist by 
Judge Henry Schweinhaut. 

The order was issued in response to 
a petition filed by a plumbing concern. 

The petition declared action had been 
sought in vain from the Attorney Gen- 
eral and the United States attorney for 
the District of Columbia. Attorney for 
the plumbing firm said he also had asked 
the corporation counsel to prosecute the 


gas company for violating plumbing reg- 
ulations and had asked the public utilities 
commission to order the gas company to 
cease merchandising and _ installing 
equipment. 

The corporation charged, in its peti- 
tion, that the gas company “exercises 
undue, unreasonable, and unfair com- 
petitive advantage,” to the detriment of 
independent merchants. 


Kentucky 


Seeks Gas Rate Boost 


HE United Fuel Gas Company, serv- 

ing 11 towns in eastern Kentucky, 
recently petitioned for a $262,000 rate 
increase. 

The company has advised the state 
public service commission the proposed 
increase will go into effect on November 
26th under a bond guaranteeing custom- 
ers refunds if the raise is denied. A 


hearing on the petition is set for January 
24th. 

United Fuel’s present rates have been 
in effect since 1923. These tariffs do not 
meet present-day costs of service, the 
company said, adding that its 1948 in- 
come failed to cover cost of operations 
and provide a fair return. 

The proposed increase includes rais- 
ing the minimum monthly bill from 50 
cents to 75 cents. 


wv 
Michigan 


State Studies Gas Rate Cut 


HE state public service commission 

may initiate action to cut natural 
gas rates in Detroit and other communi- 
ties served by Michigan Consolidated 
Gas Company. 

Officials said company operations were 
being studied carefully to see if such 
reductions could be made now that the 
Michigan-Wisconsin Pipe Line Com- 
pany is delivering gas from southwestern 
fields for storage in western Michigan. 

Michigan Consolidated customers are 
paying a surcharge of 7 cents per thou- 


sand cubic feet for all gas used in excess 
of 2,500 cubic feet a month. 

Last January, the company was 
authorized to make a 144-cent surcharge, 
amounting to $7,259,000 a year, to cover 
the extra cost of manufacturing gas to 
meet demands. It was reduced to 7 cents 
in June. 

With more natural gas reaching the 
state through the Michigan-Wisconsin 
line, just completed by a subsidiary of 
Michigan Consolidated, the need for 
manufacturing will be reduced, commis- 
sion members pointed out. 


Missouri 


Cost of Gas Conversion 
Estimated 


—— Gas LicHt COMPANY will 
spend an estimated $26,000,000 from 
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1949 to 1953 for the conversion to natural 
gas and the expansion of the company’s 
distribution system, company president, 
Robert W. Otto, said recently. 

The figure is about $11,000,000 higher 


NOV. 24, 1949 





PUBLIC UTILITIES FORTNIGHTLY 


than previously estimated expenditures, 
Otto said. It includes $6,000,000 which 
will be spent this year for conversion to 
natural gas and construction of new 
pipelines. 

Included in the expansion plans is the 
construction of a main transmission pipe- 
line which will carry gas from the south- 


ern part of the city to the northern sec- 
tion of the city and county, Otto said. It 
will follow along the city line and will be 
about 22 to 24 inches in diameter. 

“The increase in the proposed expendi- 
ture during the next four years is due to 
a demand for natural gas greater than 
was anticipated,” Otto said. 


* 
New York 


Natural Gas Use Allows 
Rate Cut 


N*® York & RicHMoNnpD GAs Com- 
PANY, which last August became 
the first New York city gas company to 
convert to natural gas, recently was 
authorized to reduce its rates by $232,- 
000 annually. 

The lower rates are an indication of 
the ultimate saving in future gas bills for 
the remainder of New York city’s 2,600,- 
000 gas customers when natural gas be- 
comes available to other companies 
scheduled for the end of next year, Ben- 
jamin F, Feinberg, chairman of the state 
public service commission, said in 
authorizing the new rates. 

The Richmond company, which serves 
38,000 customers on Staten Island, ob- 
tains its natural gas supply from Texas 
Eastern Transmission Corporation. Oth- 
er New York companies, however, will 
be supplied by Transcontinental Gas 
Pipe Line Company, which is building a 
1,840-mile line from Texas to New York 
with a capacity of 505,000,000 cubic feet 
of gas daily. 


Dissolution Plan Approved 


HE United States District Court for 

the Northern District of New York 
recently approved the simplification plan 
of Niagara Hudson Power Corporation. 
Previously the state public service com- 
mission and the Securities and Exchange 
Commission had approved the proposal. 
Under the plan, Niagara Hudson’s 
three major operating subsidiaries—Buf- 
falo Niagara Electric Corporation, Cen- 
tral New York Power Corporation, and 
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New York Power & Light Corporation— 
will be merged into a single new operat- 
ing company, to be named Niagara 
Mohawk Power Corporation. 

Principal objectors to the plans at a 
hearing before the Federal court at 
Albany on September 30th were first 
preferred stockholders and holders of 
class B option warrants. 

The new corporation will provide 
service to 890,000 electric and 293,000 
gas customers of Niagara Hudson, cov- 
ering an area of over 21,000 square 
miles in upstate New York. 


Commission Grants Increase 


ENTRAL Hupson Gas & ELECTRIC 
CorPORATION recently announced 
that the state public service commission 
had granted the company an increase in 
its gross annual electric revenue of 1.3 per 
cent. The decision concluded commission 
action on a rate increase petition filed by 
Central Hudson on December 1, 1948. 
New electric rates for company cus- 
tomers will be determined during No- 
vember and will go into effect on Decem- 
ber Ist. They will result in an over-all 
increase in the company’s electric revenue 
of approximately $159,000 annually. 
Ernest R. Acker, president of the 
utility, said that “except for a 3 per cent 
electric rate increase of last April, Cen- 
tral Hudson has not increased its electric 
rates in twenty-eight years.” 


Prorated Gas Bills Legal 


HE appellate division of the New 
York Supreme Court reversed 
unanimously last month a Bronx Mu- 
nicipal Court ruling that had declared 
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invalid a procedure of prorating gas bills 
instead of using meters. The method was 
adopted by the Consolidated Edison 
Company after its approval by the state 
ublic service commission. The decision 
affects 1,800,000 consumers. 
A test case was brought by two 


plaintiffs who claimed to have been over- 
charged. The lower court ruled in their 
favor. 

The higher court held that a utility’s 
practices are subject to the state com- 
mission’s approval and that the lower 
court was without jurisdiction. 


* 
Ohio 


FPC Suspends Gas Rate 
Petition 


HE Federal Power Commission on 

November 2nd announced it had 
suspended, pending a hearing and deci- 
sion, Hope Natural Gas Company’s 
application to increase wholesale rates to 
gas customers, including the East Ohio 
Gas Company. 

The proposed increase—amounting to 
almost $2,000,000 annually—was sched- 
uled to become effective on November 
Ist. A subsequent commission order will 


establish a time and place for the hearing. 

In suspending the proposed tariff 
changes, the commission said it had re- 
ceived a number of comments from in- 
terested parties, some of which ques- 
tioned the methods and bases used by 
Hope in a cost study submitted in con- 
nection with the rate boost proposal. 

The proposed rates, charges, and 
classifications “may be unjust, unreason- 
able, unduly discriminatory, and prefer- 
ential,” the commission said, “and may 
place an undue burden upon ultimate 
consumers of natural gas.” 


Texas 


Utility Bond Issues Lose 


.e~ bond issues totaling $500,000, 
under which it was proposed that 
the city own and operate gas and electric 
utilities in Angleton, were beaten in an 
election last month. All members of the 
city administration except Mayor Neal 
Giesecke, Sr., favored the issues. 

It was proposed to issue $300,000 in 
bonds to provide a municipal light plant 


and distribution system, which would 
have been in competition with the Com- 
munity Public Service Company. This 
issue lost, 486 to 29. The company has a 
franchise which runs to 1979, city offi- 
cials said. 

The $200,000 issue was to be for a gas 
distribution system, which would have 
been in competition with the Houston 
Natural Gas Company. The vote was 28 
for and 495 against. 


Wyoming 


Power Contracts Discussed 


fy of four Wyoming public 
utility companies expressed fear 
recently that under the terms of their new 
contracts with the Bureau of Reclama- 
tion they would have to ask the state 
public service commission for an increase 
in their rates to the consumer. 
Representatives from the Cheyenne 
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Light, Fuel & Power Company, the Raw- 
lins Electric Company, the Western 
Public Service Company, of Laramie, 
and the Mountain States Power Com- 
pany, of Casper, met early this month 
with officials of the Bureau of Reclama- 
tion and the state public service commis- 
sion to discuss the new contract rates un- 
der which they will purchase power 
from the bureau for resale to the public. 
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Progress of Regulation 


Warm Winter Experience Impairs Gas Revenue Estimate 


Ae for higher gas rates based 
on earnings experienced in 1948, 
despite knowledge of improved earnings 
thus far in 1949 and expected savings, 
was denied by the New Jersey commis- 
sion. The company had not yet experi- 
enced the full impact of a rate increase 
effective September 20, 1948. 

A witness estimated operating income 
by restating experienced operating re- 
sults for the year ending February 28, 
1949, on the assumption that present 
rates which became operative September 
20, 1948, were actually in effect for the 
entire period covered by his estimate. 
The board, however, said that it must be 
borne in mind that the winter had been 
unusually mild and that gas sales, par- 
ticularly for heating, were accordingly 
subnormal. The winter had been about 
25 per cent warmer in degree days than 
the winter of 1947-1948. 

The company admitted the well-known 
fact that in residential and commercial 
sales there is an appreciable amount of 
incidental and supplementary heating 
during cold months. An abnormally 


warm winter causes a marked curtail- 
ment of such use. Without adjustment 
for the abnormal weather conditions, the 
board continued, the estimate of operat- 
ing income under present rates could not 
be accepted as representative of earnings 
which might reasonably be anticipated 
under normal conditions. As a matter of 
fact, the trend of operating income thus 
far in 1949 was said to be definitely up- 
ward. Monthly reports filed by the com- 
pany indicated that for the first eight 
months of 1949 the company had al- 
ready realized almost as much operating 
income as the witness estimated for the 
full year. 

Other matters which would affect an 
operating income estimate included ex- 
pected savings in expense after intro- 
duction of natural gas in 1950, a leveling 
off of the rising trend in the cost of 
manufacturing gas, and the shutting 
down of a relatively high cost produc- 
tion plant as a result of interconnection 
of distribution facilities with a lower 
cost plant. Re Jersey Central Power & 
Light Co. (Docket No. 4362). 
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Municipal License Tax Not a General Operating 
Charge of Utility Company 


gts Missouri commission disap- 
proved a water rate schedule pro- 
viding for the company’s absorption, as 
general operating expense, of municipal 
license taxes and franchise payments up 
to 2 per cent of the company’s annual 
revenues. It did not believe that the rec- 
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ord warranted its fixing the limit of the 
absorption. To exempt certain customers 
to the extent of 2 per cent of gross reve- 
nues would result in unjust and unrea- 
sonable discrimination against the com- 
pany’s customers residing in areas which 
either do not or cannot obtain license 
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taxes or franchise payments, the com- 
mission held. 

Both the present and proposed rates 
were on a system-wide basis. None of 
the rates were applicable only to a given 
city, town, or village. The basic charges 
in both rates, aside from the license tax 
feature, were identical, the only differ- 
ence being that the proposed rates had 
superimposed upon the basic charges li- 
cense taxes imposed by incorporated 
areas. Sixteen of the sixty-six incorpo- 
rated areas served by the company had 
levied license taxes. 

Under existing rates every service 
area, whether or not it belonged to the 
class levying special license taxes, was 
compelled to pay a portion of such taxes 
as a system-wide operating expense of 
the company. This was held to consti- 
tute unjust discrimination. 

The commission felt that consumers 
in municipalities seeking to obtain reve- 
nue from license taxes or franchise pay- 
ments should bear the burden of pro- 
viding that revenue and that such taxes 


7 


should not become a general operating 
expense of the company. The allocation 
of such costs, it held, should be accom- * 
plished by and reflected in the rates 
themselves rather than by adding to each 
consumer’s bill as a separate item. 

The commission believed that its au- 
thorization of rate adjustments designed 
to eliminate such inequities would not 
constitute an interference with the tax- 
ing power of any municipality. It held 
that it has the power to prescribe rates 
which would make a proper allocation of 
the operating expenses represented by 
such license taxes and franchise pay- 
ments. 

The commission ordered the company 
to submit for its consideration rate 
schedules containing the same basic rates 
as now on file with added provisions that 
all license taxes, occupational taxes, 
street rental fees, and kindred exactions 
imposed by any municipality should be 
prorated to the customers residing in the 
taxing area. Re St. Louis County Water 
Co. (Case No. 11,481). 


Utility’s “Understanding” with City Not Considered 


WATER utility’s application for au- 
thority to increase rates was 
approved by the Louisiana commission 
after an investigation indicated that pres- 
ent rates were grossly inadequate. The 
rates approved would yield a return of 
6 per cent on the company’s net invest- 
ment plus a reasonable sum for materials 
and supplies and working capital. 

A so-called “understanding” between 
the utility and municipal authorities 
enumerating certain things which the 
utility should do prior to applying to the 
commission for rate increases approved 
by the municipality was not considered 
by the commission in its determination. 
The commission stated that it could not 
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“be bound or influenced in its decision 
by an agreement or understanding be- 
tween municipal authorities and the own- 
ers of a utility.” All cases should be con- 
sidered on their own merits. 

The utility was concerned over the fact 
that some owners of rented property 
had one service and one faucet to serve 
several houses. In such instances the 
utility received only the minimum charge 
for one service. With these facts in mind 
the commission approved a proposed 
rule whereby only one family would be 
served from each service connection and 
resale of water would be prohibited. Re 
Munson (MW) Water Works (No. 
5237, Order No. 5160). 


Reopening of Rate Case Properly Refused 


HE Michigan Supreme Court upheld 
the action of a county circuit judge 
in refusing to reopen proceedings, to 
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review a commission rate order, in 
order to take more testimony. The com- 
pany sought to show that in the light of 
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subsequent developments the rates were 
inadequate and confiscatory. 

The supreme court pointed out that the 
law contemplates a speedy review and 
determination of questions involved. If 
a judge is bound to take additional testi- 
mony and transmit it to the commission, 
this could be done time and time again 
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and the review would prove interminable. 

If conditions change during the period 
of time immediately following the date 
of the order, the company could file a 
new petition with the commission seek- 
ing increase of rates rather than to pro- 
long the pending review. Michigan Bell 
Teleph. Co. v. Salmon, 38 NW2d 382. 


Temporary Electric Rates Must Be Based on 
Company’s Book Figures 


court of New York held that the 
New York commission acted improperly 
in estimating cost, less accrued deprecia- 
tion, of an electric company’s physical 
property for the purpose of fixing tem- 
porary rates. Such action, the court said, 
was not authorized by statute where the 
company maintained continuing property 
records and kept its books in such a man- 
ner as to show currently the original cost 
of physical property and depreciation re- 
serves. These data were filed by the com- 
pany on forms furnished by the com- 
mission. 

In determining the base for fixing the 
temporary rates the commission accepted 
the book figures of the company, except- 
ing only the item of depreciation. It added 
to the amount of depreciation shown in 
the company records, with the result that 
the original cost of the physical property 
less depreciation was reduced. Conse- 
quently, the rates based on the commis- 
sion’s figure would produce a return of 
more than the prescribed 5 per cent pro- 
vided by the statute governing emergency 
rates. Computed on the valuation shown 
on the company’s books, however, the 
return would be less than 5 per cent. 

The statute authorizing the commis- 
sion to fix temporary rates also requires 
public utilities to maintain records show- 
ing original cost of physical property and 
accrued depreciation. It provides that 
such rates shall be sufficient to produce 
a return of not less than 5 per cent upon 
original cost less depreciation. 

The court held that temporary rates 
should be determined by taking the valua- 
tion placed on the property by the utility 
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company in the regular course of its 
business as shown by its records. Where 
the company produced such records, the 
court held, the commission could not 
substitute its own estimate of accrued 
depreciation. The court believed that by 
this statute the legislature provided a 
quick and reasonably accurate method of 
fixing the minimum return under a tem- 
porary rate. 

The commission contended that the 
term “accrued depreciation,” as used in 
the statute, meant depreciation which 
was adequate in amount and that when- 
ever in the commission’s opinion the de- 
preciation set up on the books of the 
company was inadequate, the commission 
could resort to an estimate. The court 
rejected this contention. To permit the 
commission to resort to an estimate 
whenever, in its judgment, the amount 
of accrued depreciation, as set up and 
carried on the company’s books, was in- 
sufficient would destroy the whole pat- 
tern of the emergency rate statute, the 
court held. 

The court ruled that it is not the func- 
tion of the commission or of the court 
to decide what basis is proper for fixing 
temporary rates. That function, it said, 
belongs to the legislature alone and it can 
prescribe any basis which, in its judg- 
ment, is proper and suitable. The court 
said that it was not concerned with what 
the legislature could or should have done, 
but only with what it actually did. 

It was suggested that because that 
statute contained a recoupment clause 
providing for the restoration, through a 
permanent rate, of any loss which the 
company might suffer through the im- 
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position of inadequate temporary rates, 
the company could not complain of the 
commission’s action. The court rejected 
this contention on the ground that the 
recoupment provision was designed to 
provide for the adjustment of rates legal- 
ly imposed. It held that the commission 
was without authority to fix temporary 
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rates except in conformity with the pro- 
visions of the law. Recoupment, it said, 
could no more legalize an illegal rate than 
in the field of criminal law could the 
restoration of stolen property legalize 
the larceny by which it was taken. Con- 
solidated Edison Co. of New York v. 
Maltbie, 91 NYS2d 39. 


e 


Federal Court May Not Settle Claim to Impounded Funds 
Involving Local Company 


A MOTION by ultimate natural gas con- 

sumers to intervene in proceedings 
to review a natural gas rate reduction 
order of the Federal Power Commission 
for the purpose of determining owner- 
ship of funds impounded during the re- 
view was denied by the United States 
Court of Appeals. The controversy as to 
ownership of the funds was between the 
ultimate consumers and a local distrib- 
uting company engaged only in intrastate 
business. For this reason the court held 
that it did not have jurisdiction to deter- 
mine the controversy. 

Justice Huxman distinguished the de- 
cision in Central States Electric Co. v. 
Muscatine (1945) 324 US 138, 57 PUR 
NS 81, from that rendered in Federal 
Power Commission v. Interstate Natural 
Gas Co. (1949) 79 PUR NS 45, 69 S 
Ct 775. In the latter case the distributing 
companies claiming the funds created 
from their payments of excessive rates 
were subject to the jurisdiction of the 
Federal Power Commission. Their 
claims, it was pointed out, were deter- 
minable solely with reference to Federal 
laws. 

In the former case the court had 
held that its jurisdiction was limited to 
the issue of ownership of such funds be- 
tween the pipe-line company making the 
charge and the distributing company 
paying it. Accordingly, Justice Huxman 
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believed, the Muscatine Case was not 
overruled by the Interstate Natural Gas 
Case. ‘ 

The court concluded that in cases in 
which local distributing companies are 
engaged in intrastate business only, the 
Federal court is without jurisdiction to 
adjudicate a controversy as to the owner- 
ship of impounded funds between such 
companies and the ultimate consumers. 
It held that it should withhold distribu- 
tion of the funds to afford the ultimate 
consumers an opportunity to have an 
adjudication of the controversy in a time- 
ly proceeding filed in a state court of 
competent jurisdiction. 

It was pointed out that the Natural 
Gas Act, although having for its pur- 
pose the protection of ultimate consum- 
ers at retail, was limited to regulation of 
sales in interstate commerce at whole- 
sale, leaving to the states the function of 
regulating intrastate distribution and sale 
of gas. Equity required that it place all 
parties as nearly as possible where they 
would have been if the court had not 
stayed the rate reduction order. Where 
the ultimate consumers would have been 
in this case depends upon state law. The 
court would hold the fund in question 
and ultimately distribute it in accordance 
with the judgment of the state court. 
Cities Service Gas Co. v. Federal Power 
Commission et al. 176 F2d 548. 


Rehearing Denied Municipality on Order to 
Serve beyond City Limits 


yen. application of a municipality for 
a rehearing after having been or- 
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dered to render water service outside of 
its corporate limits was denied by the 
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Colorado commission. Careful examina- 
tion of twenty different grounds relied 
upon by the city indicated that there was 
no basis for allowing a rehearing. 

The parties opposing the rehearing 
first contended that on technical proce- 
dural grounds the application should be 
denied. The statute relevant to petition- 
ing for rehearing required that an appli- 

_cation be filed before the effective date 
of the commission order. In this proceed- 
ing the application for rehearing was ac- 
tually filed on the effective date of the 
order. 

The commission pointed out that it 
had not in the past and would not in the 
future attempt to deprive any person of 
the right of review of its orders by any 
technical rulings or insistence upon mat- 
ters of form. Wherever honest attempts 
are made to comply with the statutes, 
and where there is any room for inter- 
pretation, the commission will always at- 
tempt to act in such a manner that its 
orders may be reviewed on their merits. 

With this in mind the commission 
pointed out that the day before the effec- 
tive date of its order was a Sunday and 
that the Colorado Rules of Procedure 
provide that where the last day of a pe- 
riod of time within which some act must 
be done is a Sunday or a legal holiday, 
the period of time runs until the end of 
the next day which is neither a Sunday 
nor a holiday. On this basis the commis- 
sion overruled the technical objection to 
a rehearing. 

To the principal objection of the mu- 
nicipality, stated in several different 
ways, that municipal water is a com- 
modity or service that cannot legally and 
should not be subject to a public utility 
servitude, the commission pointed out 
that the state supreme court had already 
given a conclusive answer to this objec- 
tion when it said that municipalities were 
in no different category from private 
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utilities when performing services out- 
side their boundaries. 

A further objection on the part of the 
city that the commission order, by forc- 
ing it to serve users outside its limits, was 
in derogation of the city’s obligation to 
serve its own citizens, was dismissed by 
the commission as having already been 
passed upon in earlier proceedings, and 
also because it was apparent that the city 
had been entering into contracts with 
outside users to render water service for 
specific periods of time. 

An objection by the municipality that 
the order conflicted with previous orders 
of the commission was held to be beside 
the point. Administrative agencies, the 
commission said, are not bound and must 
not be bound by their own previous de- 
cisions. A commission decision which has 
never been appealed to the court may be 
followed or disregarded by the commis- 
sion even if the previous holding is in 
point. The city’s objection that all testi- 
mony and evidence in the case failed to 
show that the city had dedicated its water 
system to the public or any portion there- 
of outside its limits was likewise rejected. 
The law does not require a specific dedi- 
cation, the commission pointed out, since 
a showing that the municipality has been 
supplying the suburban public with water 
for domestic uses establishes its status 
as a public utility. 

A final objection by the city that the 
commission’s failure to define a definite 
area of service made the order ambigu- 
ous and, therefore, reviewable was dis- 
missed. The commission said that it had 
purposely left this matter for future de- 
termination if and when the question of 
boundary limits arises, and that only 
when all the facts are brought out as to 
where the service has been rendered or 
offered could a specific area be defined. 
Musick v. Colorado Springs (Case No. 
4982, Decision No. 33463). 


Consumers’ Protest Bars Sale of Electric Company 


N electric company was denied au- 
thority to purchase a small electric 
system which it had been supplying with 
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energy. This purchase was disapproved 
by the Kentucky commission because the 
consumers of the company to be acquired 
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wete almost unanimously opposed to the 
sale. They preferred to be served by a 
coOperative corporation which was also 
willing to purchase the property at as 
high a price as that offered by the elec- 
tric utility. 

The commission said that in any trans- 
action wherein it is proposed to transfer 
not only the physical assets of one utility 
to another but also the ratepayers, the 
rights and the interests of the consumers 
in the matter should be accorded con- 
siderable weight. It pointed out that in 
every transaction involving a public util- 
ity company the general public, and es- 
pecially the ratepayers of the particular 
utility, are interested parties. It felt that 
one of its principal functions was to 
guard and protect the interests of the 
consumers of the company to be sold. 

The co6perative corporation had a 
commitment to receive electric energy 
from the Tennessee Valley Authority as 
soon as power became available. How- 
ever, it had no definite commitment as 
to when that would be. But the customers 
protesting the sale to the privately owned 
and operated company made it clear that 
they desired to wait for the opportunity 
to be served by the cooperative. Both the 
valley authority and the codperative felt 
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that power would be available within a 
reasonable time. 

The ratepayers pointed out that they 
live in close proximity to the Tennessee 
Valley Authority’s Kentucky dam and 
generating facilities and that some of 
them had to abandon their homes and 
farms on account of construction of the 
dam. For these reasons they felt that they 
were morally entitled to the use of elec- 
tric energy generated at the dam, not 
alone because it would give them better 
service at lower rates, but because they 
believed it was, in a sense, their energy. 
They felt that they were the first entitled 
to its use and enjoyment. 

The commission conceded that the pri- 
vately owned and operated company was 
able to render good and adequate service. 
It also agreed that its service would be 
a great improvement over what the con- 
sumers were presently receiving and at 
a rate which the commission had pre- 
viously approved as reasonable. It said 
that it would look with favor upon this 
application if it were not for the cus- 
tomers’ protests. In view of the facts, 
however, it did not believe that it would 
be in the public interest to authorize the 
proposed sale. Re Kentucky Utilities Co. 
(Case No. 1835). 


Discontinuance Petition Entitled to Hearing 


A= by the state to dismiss a 
railroad’s petition for authority to 
discontinue certain trains was denied by 
the New Jersey commission. The rail- 
road stated that it intended to continue 
operating its freight service over the lines 
in question but wished to discontinue un- 
profitable passenger service. 

The state based its motion on a de- 
cision of the state’s highest court deny- 
ing jurisdiction to the commission to per- 
mit a railroad to discontinue passenger 
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service while continuing to exercise its 
franchise for freight transportation. 

The commission conceded that the 
court decision was the law of the state 
but pointed out that a railroad still should 
have an opportunity to present its case. 
The commission, after the railroad’s 
showing of a lack of public need for its 
service, might grant some form of relief 
short of authorizing the complete discon- 
tinuance sought. Re Pennsylvania R. Co. 
(Docket No. 4578). 


Discontinuance of Unprofitable Trains Allowed 


, Pe Missouri commission authorized 
the discontinuance of certain pas- 
senger trains notwithstanding the fact 
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that system-wide operations were profit- 
able. Operation of these trains involved 
an expense of $2 for every dollar of 
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revenue received. The commission con- 
sidered this fact, together with evidence 
indicating there was no need for service. 

The commission pointed out, in answer 
to a contention of municipalities protest- 
ing discontinuance, that while it was 
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within its power to order the continuance 
of nonprofitable trains, such operations 
should not be compelled to serve a few 
passengers, thereby consuming the profits 
of paying trains. Re Chicago, B. & Q. 
R. Co. (Case No. 11340). 


Other Important Rulings 


it. New York commission author- 
ized a large number of gas compa- 
nies to discontinue existing limitations 
on the number of space-heating services 
which might be connected where im- 
proved sources of supply and distribu- 
tion facilities assured an adequate sup- 
ply of gas to an infinite number of new 
customers. Re Restrictions against Fur- 
nishing of Natural or Mixed Gas for 
Space Heating (Case No. 14166). 


A transit company was allowed a rate 
increase which would provide it with a 
return, after taxes, of 8 per cent on its 


rate base where it appeared to the Wis- 
consin commission that a continuance 
of current rates would result in a sub- 
stantial net operating loss. Re Kenosha 
Motor Coach Co. (2-SR-2047, MC- 
1308). 


In approving a telephone company’s 
application for a rate increase and allow- 
ing a 7.9 per cent return, the Michigan 
commission imposed the condition that 
the company adopt and maintain an ade- 
quate bookkeeping system and proper ac- 
counting practices. Re Peoples Mut. 
Teleph. Co. (T-520-49.1). 
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The Impact of Regulation by Accounting and of 
Inflation upon Public Utilities 


By PAUL GRADY* 


| pew yes and state commissions have 
had the authority to prescribe uni- 
form systems of accounts for the utilities 
and railroads practically from the incep- 
tion of these regulatory bodies. It was 
recognized from the beginning that the 
regulatory supervision of rates and serv- 
ice would be facilitated by the reasonable 
degree of uniformity of accounting in- 
formation obtainable in this manner. 
However, it was clearly recognized, until 
fairly recently, that the accounting in- 
formation supplied was not necessarily 
binding on the utilities or the commis- 
sions for rate-making or other regulatory 
purposes. 


Original Cost 


In the new Uniform System of Ac- 
counts, prepared in 1936 by the com- 
mittee on statistics and accounts of the 
National Association of Railroad and 
Utilities Commissioners, the resolution 
of approval recited as the sole reason for 
its adoption that uniformity in utility ac- 
counting was most desirable in the public 
interest. These systems incorporated for 
the first time a requirement to maintain 
subdivisions of the plant accounts to 
show the so-called “original cost,” which 
is defined as the cost to the first person 
devoting the property to the public serv- 
ice. 
During the course of the legal proceed- 
ings brought by the American Telephone 


*Price, Waterhouse & Co. New York 5, 
New York. 
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and Telegraph Company and others to 
test the validity of the new system of ac- 
counts for telephone utilities, the repre- 
sentatives of the commission affirmed by 
affidavits and otherwise that the original 
cost subdivisions of property investment 
did not in any way emasculate cost to the 
utilities and merely provided further in- 
formation which was of great usefulness 
in a consideration of all elements and 
evidences of value in the determination 
of the rate base. It seems clear from the 
wording of the decision’ that the 
Supreme Court gave great weight to 
such testimony and administrative cove- 
nants. 


HILE there was some lack of clarity 

in the wording of the decision due 
to interchangeable usage of the terms 
“actual investment,” “present cost,” and 
“value,” it is evident that the court in- 
tended to preserve as an investment all 
true elements of cost to the utilities and to 
permit the write-off of fictitious or paper 
increments. 

Under the provisions of the new Uni- 
form Systems of Accounts for Electric 
and Gas Utilities, fictitious or paper 
increments could not be included in 
Plant Acquisition Adjustment (Account 
100.5) but must be recorded in Plant 
Adjustments (Account 107). However, 
the administrative policies of the Federal 
commissions have been to force the write- 


1 Amer. Teleph. & Teleg. Co. et al. v. United 
States (1936) 16 PUR NS 225, 299 US 232, 
81 Led 142, 57 SCt 170. 
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off of the entire Plant Acquisition Ad- 
justment Account immediately by charge 
to surplus or within a relatively short 
period by charges below the net earnings 
line. This policy has been enforced 
without any proof of loss in value of the 
investment costs and even has been ex- 
tended to a case where a state regulatory 
commission had made a current finding 
of permanent value for such investments. 
This arbitrary action is regrettable be- 
cause of (1) the unjustified injuries in- 
flicted on the utilities and their investors, 
(2) the weakening rather than strength- 
ening of sound accounting principles, and 
(3) the destruction of faith in the fair- 
ness of government agencies created to 
perform nonpartisan regulatory func- 
tions. More specifically, the following 
practices of the Federal commissions, 
particularly the Federal Power Commis- 
sion, are subject to criticism from the 
standpoint of accounting principles: 


(1) The provisions of the Uniform 
System of Accounts have been inter- 
preted as requiring an investigation of 
the policies followed by the company 
and all predecessor owners in account- 
ing for all property additions as well 
as acquisitions. In this review and de- 
termination of original cost the com- 
missions insist on the removal of all 
items not now regarded as properly 
includable in plant account, on the 
basis that accounting errors should be 
corrected ; but will not permit the in- 
clusion of items originally charged to 
expense which are proper capital ex- 
penditures under the provision of the 
new system of accounts, on the theory 
that the company made an election of 
an accounting procedure at the time 
of the transaction by which it is irrev- 
ocably bound. 


(2) All items determined to repre- 
sent excess over cost to affiliated com- 
panies have been reclassified as Ac- 
count 107, which is the adjustment 
account for write-ups over corporate 
cost. This policy of following one uni- 
form treatment for all intercompany 
items fails to give recognition to the 
fact that the items may cover the widest 
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range, extending from the type of un- 
justifiabie markup on a quick turn- 
over of property, to an increment 
which is fully justified by the fair mar- 
ket value of the property or service 
at the time of the transactions. 

(3) Contrary to the provision of the 
Uniform System of Accounts, the 
commissions apparently refuse to rec- 
ognize the separate identification of the 
portion of the property-acquisition 
adjustment account representing in- 
vestment in tangible properties and 
that representing intangibles, thus pre- 
venting the proper accounting for the 
company’s own investment. 

(4) The commissions have taken the 
position that the entire property-acqui- 
sition adjustment account, regardless 
of what it represents, should be written 
off to surplus immediately or should be 
amortized by charges to other income 
deductions, which is below the net 
earnings line, over a relatively short 
period of years. 

(5) The commissions have inter- 
preted acquisitions of an “operating 
unit or system” to mean practically any 
segment of a continuous structure, 
such as a transmission line or pipeline, 
or any property unit which had been 
used theretofore in any type of public 
utility service. 


T will be obvious from the foregoing 
that the results obtained are not cost 

to the present owner, cost to the enter- 
prise, or even original cost to the person 
first devoting the property to public serv- 
ice; they are merely the lowest possible 
figures. The commissions’ pragmatism is 
not limited to redeterminations of past 
property acquisitions but also extends 
to present transactions concurrently ap- 
proved by the same bodies. To cite one 
of many illustrations, the Federal Power 
Commission in the case of Pennsylvania 
Electric Company,? decided in August, 
1943, approved the acquisition of prop- 
erty for a cash consideration of about 
seven million dollars upon the condition 


2 Re Pennsylvania Electric Co. Docket Nos. 
_— IT-5804, IT-5828, Opinion Nos. 100, 
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that approximately two and one-half 
million dollars be written off immediately 
to a capital surplus created by reduction 
of legal capital. The commission justified 
its decision as being in accord with sound 
accounting principles. Actually, the deci- 
sion is a violation of accounting princi- 
ples in three ways: First, there is a mis- 
statement of the investment in fixed 
assets; second, a substantial loss is re- 
corded where presumably none exists; 
and, third, capital surplus is used to ab- 
sorb charges which should fall against 
future income. 


A= type of extremity in the appli- 
cation of original cost was reached 
in a recent decision of a tria] examiner 
of the Federal Power Commission in a 
case involving New York State Natural 
Gas Company. In that case the company 
was acquiring 10 miles of pipeline for 
$75,000 which would avoid the construc- 
tion of a new line costing $180,000. The 
line to be acquired had been used for 
some time in the transportation of oil, 
although three different segments pre- 
viously had been used by different own- 
ers in the transportation of gas. The staff 
of the commission estimated original cost 
to be $69,000, estimated straight-line de- 
preciation reserve to be $36,000, and re- 
quired $42,000 of the purchase price to 
be carried in Plant Acquisition Account. 
Although the entire $75,000 could not 
possibly represent anything but physical 
property, Joseph A. Staples, Jr., chief 
examiner of accounts of the Federal 
Power Commission, testified as follows 
regarding the disposition of the $42,000 
to be included in the adjustment account: 


OQ—What disposition would you 
make of 100.5 Account? 

A—In this case the only thing I can 
use as a criteria is the various dispo- 
sition notices previously issued by the 
commission in other cases. 

Q—What is that? 

A—It varies from the disposition of 
100.5 at once, directly to surplus, to 
the amortization of that amount over a 
period of years. 

Q—In what account? 
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A—tThe amortization of 100.5 to be 
against Account 537, which is “Miscel- 
laneous Amortization.” 

Q—Have you ever known it to be 
charged to Account 505, “Amortiza- 
tion of Gas Plant Acquisition Adjust- 
ments” ? 

A—Not as authorized by Federal 
Power Commission, no. 

Q—There is such an account, is 
there not, in the Federal Power Com- 
mission Code? 

A—Yes. 


The trial examiner upheld the position 
of the staff that this segment of pipeline 
was “an acquisition of an operating unit 
of property” and that the usual original 
cost accounting must be carried out. 


A Shift to Regulation by Accounting 


Tl did not require a long lapse of time 
after the new uniform systems had 
been upheld in the courts for the Federal 
commissions to shift from an objective 
of control of accounting for the purpose 
of supplying information useful in regu- 
lation, to the use of original cost account- 
ing itself as the main instrument and 
basis of rate regulation. This objective 
was Clearly stated in the following quota- 
tion from an address given at the 1940 
annual meeting of the American Institute 
of Accountants by the chairman of the 
Federal Power Commission: 


The work of the Federal Power 
Commission’s bureau of accounts, fi- 
nance, and rates, I think, foreshadows 
the contribution which the accounting 
profession can make to restoring the 
conduct of our economic system to the 
controls of social responsibility. It is 
directed in making regulation effective 
through establishing a sound basis of 
accounting control... . 

In a sense the whole purpose behind 
the new functions undertaken by the 
Federal government in the past seven 
years had centered around account- 
ee 

So, in the last analysis, accounting 
should be an important factor in eco- 
nomic government—and the solution 
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of our problems may be found in the 
establishment of dynamic accounting 
control of our economic system.® 


In its administration of the system of 
accounts the commission has uniformly 
held that required disposition of plant ad- 
justment accounts is for accounting pur- 
poses only. This fiction of “mere account- 
ing” has been useful in contested cases 
because the Supreme Court has held it 
will not upset an accounting order unless 
the commission action is so entirely at 
odds with principles as to be the expres- 
sion of a whim rather than the exercise 
of judgment. (See Northwestern Electric 
Co. v. Federal Power Commission‘ 
(1944) 321 US 119; also, United States 
v. New York Telephone Co.® (1946) 326 
US 638.) However, in the exercise of 
its rate regulation authority the commis- 
sion has carried out a steady march in 
making its accounting conclusive for all 
regulatory purposes. A review of the rate 
case decisions of the Federal Power 
Commission is an interesting demonstra- 
tion of the rapid transition from a pre- 
tense of finding value to the outright 
adoption of original cost less depreciation 
as the rate base. 


1939 Interstate Power Company and 
Albany Lighting Company® 


R= base—original cost, less depre- 
ciation as determined by engineers 
of commission, plus working capital. The 
commission stated : 


. . . Respondent offered no evidence 
to indicate or suggest that the original 
cost of the facilities considered herein 
is not good evidence of their fair value 
or-that there had been a change in the 
level of applicable prices that would re- 
flect a different rate base. Full oppor- 
tunity was given respondent to intro- 
duce evidence and it refused to do so. 


3 Leland Olds, “Respon-*ility of Account- 
ants in a Changing Order.” “Experiences with 
Extensions of Auditing Procedure,” American 
Institute of Accountants, 1940, pages 116, 119, 


122, 123. 
#52 PUR NS 86. 
562 PUR NS 65. 
632 PUR NS 1. 
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However, if it were necessary or 
desirable for the determination of a 
fair and equitable base for the rates 
herein considered, to compare original 
costs with present reconstruction costs 
in order to determine which is the 
higher, the commission takes judicial 
notice that the period during which 
most of such facilities were constructed 
(1925-27) was one of relatively high 
prices. Evidence in the record pertain- 
ing to the rate of return demonstrates 
that lower cost levels exist today than 
during the period referred to above. 


Rate of return—6 per cent. 


1940 Natural Gas Pipeline Company of 
America and Texoma Natural Gas 
Company’ 


Rate base—reproduction cost new of 
physical properties, plus working capital. 
An undepreciated base was «!sed because 
annual depreciation was computed on 
sinking-fund method. The commission 
stated : 


For the purpose only of disposing 
of the problem presented . . . we re- 
luctantly accept the companies’ esti- 
mate of reproduction cost, their 
claimed present value of gas reserves, 
and also their claim for working capi- 
tal... 


Rate of return—-64 per cent. 


1941 Chicago District Electric 
Generating Corporation® 


ATE base—actual cost, less deprecia- 
tion reserve per books, plus work- 
ing capital. When the company sought 
to introduce evidence of the reproduction 
cost of property the examiner, upon mo- 
tion of the commission counsel, excluded 
such evidence. The commission justified 
its action as follows: 


The answer to the problem of wheth- 
er we have been authorized by Con- 
gress to disregard reproduction cost 
evidence in fixing the rate base is to 


735 PUR NS 41. 
8 39 PUR NS 263. 
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be found in § 208 (a) of the Federal 
Power Act. That section provides: 


Section 208 (a). The commission 
may investigate and ascertain the ac- 
tual legitimate cost of the property of 
every public utility, the depreciation 
therein, and, when found necessary for 
rate-making purposes, other facts 
which bear on the determination of 
such cost or depreciation, and the fair 
value of such property. 

We are thus authorized, in the first 
instance, to investigate and ascertain 
the actual legitimate cost of the prop- 
erty of every public utility. We are 
likewise authorized to ascertain the de- 
preciation therein. It is when we find 
it necessary for rate-making purposes 
in specific cases that we may determine 
other facts bearing on the “fair value” 
of such property. 

Consideration of the legislative his- 
tory of § 208 (a), together with the 
clear wording of the section as it 
stands, leads us to conclude that Con- 
gress recognized that, although there 
might be some situations in which evi- 
dence of reproduction cost would be a 
necessary concomitant of rate base de- 
termination, this commission was au- 
thorized to determine whether in a 
specific case such evidence was neces- 


sary. 
Rate of return—5$ per cent. 


1942 Hope Natural Gas Company® 


| ge base—actual legitimate cost less 
existing depreciation plus estimated 
working capital. In the determination of 
actual cost, $17,000,000 of drilling costs 
applicable to presently producing wells 
was excluded from the base because the 
company had charged the item to ex- 
penses in the period prior to regulation. 
The trial examiner accepted evidence of 
reproduction cost but the commission 
gave it no weight in the proceedings stat- 
ing that “After full consideration of the 
estimate of reproduction cost new pre- 
sented by the company, we find that it is 
not predicated upon facts and that it is 


944 PUR NS 1. 
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too conjectural and illusory to be given 
any weight in these proceedings.” 
Rate of return—6$ per cent. 


1949 Pennsylvania Water & Power 
Company and Susquehanna Transmis- 
sion Company of Maryland” 


Rate base—original cost less straight- 
line depreciation plus working capital (as 
of 1946). The company offered evidence 
as to (1) current cost of reproducing its 
properties, (2) current cost of producing 
a modern substitute plant, and (3) the 
original investment in the plant restated 
in terms of the purchasing power of the 
current dollar. The evidence embraced 
in these offers of current value was ex- 
cluded by the examiner. 

Rate of return—5} per cent. 

The Federal commissions have been 
extraordinarily successful in obtaining 
acquiescence of the courts to practically 
anything they wish to do in the exercise 
of their accounting and rate regulatory 
authority. 

If their rate-making — ex- 
tended to the entire utility industry, 
it is quite probable that the establishing 
of their original cost, less depreciation, as 
a rate base and the allowance of minimum 
current rate of return would have effec- 
tively confiscated the legitimate invest- 
ments and economic values represented in 
the present large-scale utility enterprises 
in excess of the so-called original cost 
of the segments of physical properties ac- 
quired in the integration of smaller local 
systems. Fortunately, this development 
has not had its full potential impact on 
the utilities and their investors, because 
the state regulatory commissions retain 
rate-making authority over most of the 
utility business and very few of the state 
commissions have adopted the extreme 
views held by the Federal agencies. 


Need for a Balanced Rationale of 
Rate Making 


Fg regulation is a legal admin- 
istrative process of price-fixing in 
order to prevent any element of monopo- 


, 10 Docket No. IT-5115, Opinion Nos. 173, 
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listic returns. In its more recent decisions 
the Supreme Court, through the adoption 
of the so-called “end result” test of con- 
fiscation, has given regulatory commis- 
sions the widest limits of administrative 
discretion. This latitude, in itself, imposes 
upon the commissions a heavy responsi- 
bility for the development of economic 
criteria and rationale of rate making 
which will yield sound and equitable end 
results. In the words of Justice Jackson, 
“We need not be slaves to a formula, but 
unless we can point out a rational way of 
reaching our conclusions they can only 
be accepted as resting on intuition or 
predilection. I must admit that I possess 
no instinct by which to know the ‘rea- 
sonable’ from the ‘unreasonable’ in prices 
and must seek some conscious design for 
decision.” 

The development of an economic ra- 
tionale necessarily involves criteria for 
the establishment of a rate base and for 
determining a reasonable rate of return. 
The principal alternative approaches have 
involved various concepts of past and 
present costs. 

Historical cost of properties to the 
utility, the prudent amount invested by 
stockholders and bondholders in the en- 
terprise, and original cost to the person 
who first devoted the properties to public 
service are past cost concepts of deter- 
mining the rate base. The Federal com- 
missions have sometimes described “orig- 
inal cost” as a “prudent investment” 
approach but Mr. Justice Brandeis, in 
advancing his prudent investment con- 
cept, said: “The thing devoted by the 
investor to the public use is not specific 
property, tangible or intangible, but capi- 
tal embarked in the enterprise.”™ 


HE present cost approach to the de- 
termination of the rate base may be 
illustrated by the estimated cost of re- 
production of the existing plant, the esti- 
mated cost of reproduction of substitute 


11 Federal Power Commission v. Hope Nat- 
ural —_ Co. (1944) 51 PUR NS 193, 320 US 

12 Southwestern Bell Teleph. Co. v. Mis- 
sourj Public Service Commission et al. (1923) 
PUR1923C 193, 262 US 276. 
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modernized plants, and by restating past 
dollar costs of either plant or investors’ 
capital in terms of the current dollar. The 
present cost approach was given predom- 
inate weight by the courts in the deter- 
mination of the rate base from Smyth v. 
Ames in 1898 to the Hope Natural Gas 
decision in 1944," 

While there are undoubtedly wide dif- 
ferences in the economic reasoning which 
may be developed in support of the vari- 
ous past and present cost concepts, any of 
them may be applied in such a way as to 
yield reasonable end results in rate regu- 
lation. To do so, of course, requires 
recognition by the regulatory authority 
that the different approaches to the estab- 
lishment of the rate base involve wide 
differences in the distribution of risks as 
between persons who supply capital and 
persons who use utility service. For ex- 
ample, it is manifestly unfair to investors 
to combine a past cost rate base with a 
present cost rate of return, and it would 
be unfair to users to combine a present 
cost rate base with a past cost rate of 
return. Successful operation of a private 
enterprise system requires that investors 
must be allowed adequate compensation 
for the risks assumed, otherwise suffi- 
cient capital will not be forthcoming to 
maintain adequate utility service. Fur- 
thermore, investors will be wary of plac- 
ing new capital in an enterprise where 
it is evident that regulation has denied 
reasonable treatment to past investors. 


Depreciation—A Problem of 
Maintaining Utility Plant 


g &- problem of compensating the 
utility for the exhaustion of its de- 


preciable properties in the public service 
is inherent in all of the different patterns 
of rate making. The crucial point at issue 
is the purpose of the depreciation allow- 
ance. Should the allowance merely return 
an equal number of dollars, even though 
such dollars are now only 50-cent pieces 
as compared with the original dollars? 


18 The use of present competitive cost level 
was supported by Nelson Lee Smith (in prize 
essay, “The Fair Rate of Return in Public 
Utility Regulation,” pages 30-33 (1932) ). 
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Or, should the allowances be sufficient 
to finance the replacement of properties 
in order to maintain the original capacity 
of the plant? It seems clear that the sig- 
nificant economic event is not the exhaus- 
tion of original cost dollars, but it is the 
exhaustion of the property itself. If the 
utility does not collect sufficient funds 
from the customers to finance the re- 
placement, it has at that point incurred 
an economic loss. This basic fact seems 
to have been recognized by the Supreme 
Court in 1909 in the Knoxville Water 
Case (212 US 1), as will be seen from 
the following quotation: 


. The cost of reproduction is one 
way of ascertaining the present value 
of a plant like that of a water company, 
but that test would lead to obviously in- 
correct results, if the cost of reproduc- 
tion is not diminished by the deprecia- 
tion which has come from age and use. 

. Before coming to the question of 
profit at all the company is entitled to 
earn a sufficient sum annually to pro- 
vide not only for current repairs but 
for making good the depreciation and 
replacing the parts of the property 
when they come to the end of their 
life. 

The company is not bound to see 
its property gradually waste, without 
making provision out of earnings for 
its replacement. It is entitled to see that 
from earnings the value of the prop- 
erty invested is kept unimpaired, so 
that at the end of any given term of 
years the original investment remains 
as it was at the beginning. It is not 
only the right of the company to make 
such a provision, but it is its duty to 
its bond and stockholders, and, in the 
case of a public service corporation at 
least, its plain duty to the public. If a 
different course were pursued the only 
method of providing for replacement 
of property which has ceased to be 
useful would be the investment of new 
capital and the issue of new bonds or 
stocks ... 


The monetary inflation brought about 
in our country during the war and post- 
war periods creates a truly momentous 
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problem for the utilities and the regula- 
tory commissions in dealing with the ex- 
cess of replacement costs of utility plants 
over their original cost. It may be of in- 
terest to consider certain facts and esti- 
mates which will indicate the approximate 
a of the plant replacement prob- 
em. 


Magnitude of the Problem 


| a tg all price index numbers 
show that prices are double the pre- 
war level. Many of the indices for con- 
struction costs have not been adjusted 
for factors such as the relative efficiency 
of labor, changes in methods of construc- 
tion, and technological improvements in 
equipment. It is my understanding that 
after appropriate allowances for these 
factors the current costs of replacement 
of equivalent plant capacities are approxi- 
mately one and two-thirds times prewar 
costs. 

The combined utility plant accounts 
of class A and B electric utility compa- 
nies in the United States at December 31, 
1941, were approximately fourteen and 
three-fourths billions. It seems reason- 
able to assume that of this total at least 
twelve billion represents investment in 
depreciable properties which remain in 
service at the present time. On the fore- 
going bases, and assuming the continu- 
ance of the present price level, it is 
believed that eight billion dollars is a 
reasonable estimate of the funds required 
in excess of amounts which will be pro- 
vided by depreciation provisions on pre- 
war costs merely to maintain the same 
equivalent utility plant. 

The next matter for consideration is 
the probable period of time over which 
these funds will be required. The prewar 
properties, of course, already have lived 
part of their useful lives and, therefore, 
the period should be somewhat less than 
the composite estimated life span for 
utility properties. If we assume that 
thirty-two years is a reasonable estimate 
of the replacement span, an average of 
$250,000,000 per annum will be required, 
over and above funds provided by de- 
preciation provisions based on cost, to 
maintain an equivalent utility plant. 
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OST economists would agree, I be- 
lieve, that economic or real income 
must recognize plant exhaustion on the 
basis of the current purchasing power 
of the dollar. Therefore, the annual eco- 
nomic income of the class A and B elec- 
tric utilities in the United States is 
approximately $250,000,000 less than the 
monetary income shown in current an- 
nual reports. The 1947 composite income 
account for all class A and B electric 
utilities showed net operating revenues 
of $811,000,000, which was 6} per cent 
of utility plant less depreciation reserve, 
and net income of $643,000,000, of which 
$494,000,000 was appropriated for divi- 
dends, leaving $149,000,000 for other 
surplus charges and for retention in the 
business. If these figures are adjusted for 
the economic costs required to adequately 
measure depreciation in current dollars, 
there were only $561,000,000 of net op- 
erating revenues, which was 44 per cent 
of utility plant less depreciation, and 
$393,000,000 of net income which was 
$101,000,000 less than the dividends paid. 
Thus a reported addition of $149,000,000 
to the monetary capital of the industry 
represents in fact an erosion or decrease 
of $101,000,000 in the economic capital 
of the industry. 


Alternative Methods 

HE industry and the commission are 

faced therefore with a practical and 
serious problem of how to finance this 
$250,000,000 per annum, which is in ad- 
dition to expansion requirements, and 
who is to pay for it. Should the present 
generation of customers in whose service 
the plant is being consumed be charged, 
or should we indulge in a type of deficit 
financing which will pass on the charges 
to a later generation? 

In order to facilitate consideration of 
the issue let us assume that all factors as 
to volume of business, costs of operation 
and construction, and rate of return on 
utility plant less reserves in the electric 
industry will remain the same for the 
next thirty-two years. While this assump- 
tion is at wide variance from expected 
growth, it will bring into focus a de- 
tached picture of the effects of alterna- 


NOV. 24, 1949 


tive methods of providing for cost of 
replacement of utility plant. The two 
methods are as follows: 


Method A—Provide the additional 
cost ($250,000,000 annually) of plant 
replacements stated in current dollars 
by additional charges to customers. 
The additional revenues would be off-. 
set by an equal additional charge for 
reserve for replacements. 

Method B—Provide the funds as re- 
quired by increased capital stock and 
increase the charges to customers only 
sufficient to provide a return on the 
increased capital. 


Under method A, the additional charge 
to customers would vary greatly depend- 
ing on whether the additional deprecia- 
tion was an allowable deduction for in- 
come tax purposes. If replacement 
charges were not allowed, the immediate 
increase in annual revenues would be 
$400,000,000, and if allowed, $250,000,- 
000. There would be a very strong case 
for the allowance of the deduction in a 
regulated industry which I do not believe 
Congress could ignore, especially if the 
regulatory commissions joined with the 
representatives of industry in making the 
request. Under method B the charges to 
customers each year would have to be 
increased about $26,000,000 over the pre- 
ceding year. The relative positions of the 
income accounts and balance sheets at the 
end of thirty-two years is shown in the 
following table. (See page 753.) 


T will be observed that by charging 
current customers for fully maintain- 
ing equivalent plant capacities the annual 
operating revenues at the end of thirty- 
two years would be only $75,000, 
higher than in 1947. This reduction from 
the $250,000,000 initial increase (assum- 
ing favorable income tax treatment) re- 
sults from the reduction in operating 
revenue requirements attributable to the 
use of $2 billion derived from the excess 
of depreciation and replacement provi- 
sions ($20 billion) over estimated new 
construction requirements ($18 billion). 
On the other hand, the successive an- 
nual increases under method B will result 
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at the end of thirty-two years in revenue 
charges against customers of $848,000,- 
000 more than 1947 revenues, From the 
stockholders’ viewpoint, method A will 
show net income of $573,000,000, which 
is 7.62 per cent of the book value ($7,- 
516,000,000) of capital stock and surplus, 
and method B will show $1,032,000,000 


which is 7.63 per cent of the book value 
($13,516,000,000) . 

The projected composite balance sheets 
are identical except that under method A 
capita] stock is $6 billion less, long-term 
debt $2 billion less, and reserve for re- 
placements $8 billion greater than the 
respective items under method B. 


CLASS A AND B ELECTRIC UTILITIES 


_ Income Statement 
Operating revenues: 
Electric 


Operating revenue deductions : 
Operating expenses and maintenance 
Depreciation and amortization 


Net operating revenues 
Income from utility plant leased to others 
Other income 


Gross income 
Income deductions 


Net income 


Balance Sheet 
Electric plant 
Other plant 


Investments 

Current assets 
Deferred debits 
Capital stock discount 
Reacquired securities 


Capital stock and surplus 
Long-term debt 
Current liabilities 


Reserve for depreciation and amortization .... 


Reserve for replacement costs 


Cee ET OI oo od cvicwnnmenedsaweucckins 


Monetary Economic 


1947 32 Years Later 
Method Method 
a? “> 

(In Millions of Dollars) 





























$24,029 


$1,096 
1,786 
257 

33 

57 


$27,258 





$19,258 $27,258 


$ 7,516 
6,601 


$13,516 

6,601 

1,204 1,204 

iii 3,572 5,572 
000 


ee 365 365 





$19,258 $27,258 $27,258 


Nore: Since the combined balance sheet for 1948 was not yet available, 1947 figures have been 
used in the above tabulation. The total combined net income in 1948 was $20,000,000 greater than 
in 1947 and dividend payments to stockholders were approximately $16,000,000 greater. 
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ly unregulated industries the forces of 
supply and demand set the market 
price for goods and services. Manage- 
ments of these industries therefore rec- 
ognize that sales or revenues received are 
the final settlement for all economic costs 
incurred and for the earnings on capital. 
Many managements have been greatly 
concerned that accounting costs deducted 
from sales do not reflect current dollar 
costs for the replacement of both short- 
term inventories of materials and sup- 
plies and the longer-term inventories of 
plant and equipment. Their primary 
worry, I believe, is that the substantial 
overstatement of monetary income as 
compared with economic income may 
cause the funds required for inventory 
and plant replacement to be intercepted 
and diverted to taxes, wages, and divi- 
dends to the ultimate serious detriment 
of our economic welfare. 

The managements of utilities have not 
been so vocal as their unregulated breth- 
ren. However, the problem of plant re- 
placement costs is of far greater impor- 
tance to utilities than to industrials 
because the utilities have much greater 
investments in plant in relation to income 
and the recoupment of replacement costs 
through revenues is dependent upon ap- 
proval by regulatory commissions and 
the courts. The magnitude of the problem 
and the usual delay in the regulatory 
process would seem to require prompt 
consideration and decision as to which 
of the methods heretofore illustrated is 
the sounder course. You gentlemen who 
are the legal counsel to the industry and 
to the regulatory commissions will have 
a major share of the responsibility in 
reaching the decision and in planning and 
implementing subsequent action. 


Regulatory, Economic, and Financial 
Questions 


OssIBLY the following questions may 

be of usefulness in the wide range 
of areas in which judgments must be 
formed as a basis for final decision: 


1. What is the probable future trend 
of price levels? 
2. Do you have a stronger case for 
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increasing charges to customers, on 
account of property replacement costs, 
now or later? 

3. Which course involves the greater 
risk to the impairment of utility serv- 
ices which are so essential to economic 
welfare and national security ? 

4. Would provision for replacement 
cost through charges against revenues 
be inconsistent with the prudent in- 
vestment or any other concept of rate 
making ? 

5. Is there any possibility of obtain- 
ing an allowance for depreciation de- 
ductions in terms of current dollars for 
Federal income tax purposes ? 

6. Will the Federal commissions 
stick to past cost concepts of rate mak- 
ing if replacement costs are less than 
historical investment costs? 

7. Is it sound financial policy to 
add $8 billion for replacements to the 
very large amount of new investment 
funds required for expansion? 


In regard to the probable trend in price 
levels, too much of our thinking may be 
geared to an assumption that “what goes 
up must come down.” This might be a 
reasonable expectancy if economic forces 
of supply and demand were allowed to 
operate without interference. Under cur- 
rent national and world conditions, how- 
ever, any substantial decline in the price 
level has become almost a political im- 
possibility. Otherwise, how can anyone 
explain the organized campaign for a 
fourth round of wage increases in a pe- 
riod of recession? Certainly, no one 
should expect that we can have a wide 
scale of falling prices accompanied by 
rising wages, even if the magic of gov- 
ernment subsidies be liberally added to 
the caldron. 


ucH of the orthodox economic doc- 

trine known to our generation was 
undoubtedly based on the relative stability 
of those currencies which were tied to 
the gold standard. This economic inven- 
tion produced a century of relative 
abstemiousness on the part of many gov- 
ernments in the age-old pastime of clip- 
ping the coins. The confidence en- 
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gendered by the soundness of currencies 
helped promote habits of thrift and sav- 
ings which materially added to the pro- 
ductive capital and other wealth of the 
world. The wide destruction of two 
world wars, both in physical wealth and 
in confidence between nations and indi- 
viduals, has left us with staggering na- 
tional debts and with great changes in 
the character of money. The increased 
political power of labor and the accom- 
panying development of the mirage, 
sometimes labeled the “welfare state,” 
add to the probability of further debas- 
ing of the currencies with resultant in- 
creases in the price level. 

The foregoing, and perhaps other fac- 
tors, Catlse many economists to predict 
increasing price levels. In his book on 
The General Theory of Employment, 
Interest, and Money, Lord Keynes 
said:1* “The very long-run course of 
prices has almost always been upward. 
For when money is relatively abundant, 
the wage unit rises; and when money is 
relatively scarce, some means is found 
to increase the effective quantity of 
money.” During recent months several 
examples of various “means” may be 
found in actions taken by the Federal 
Reserve Board to stimulate the use of 
credit. Professor Bronfenbrenner of the 
University of Wisconsin, after extended 
study of the subject, regards the gold 
standard period as highly abnormal in 
relation to the broad scope of world-wide 
monetary history and believes that the 
weight of both authority and evidence 
indicates a long-term trend of general 
prices rising erratically into the future. 


I’ the managements of the utility com- 
panies and the regulatory commis- 
sions reach the same conclusion as to the 
probable trend of price levels, ordinary 
prudence would seem to demand a change 
in rate-making procedures to allow the 
increased cost of replacements as a cur- 
rent cost of operations. In this connec- 
tion, I wish to make it unmistakably clear 
that the rate-making solution to the prob- 


14 The General Theory of Employment, In- 
terest, and Money, by J. M. Keynes, Harcourt, 
Brace, 1936, page 307. 


lem must be found in advance of account- 
ing recognition of the additional depre- 
ciation cost. To do otherwise might result 
in the deduction of a reserve for replace- 
ments which had not been covered by 
revenues. This would be no more ex- 
treme than the disallowance by the Fed- 
eral Power Commission of the $17,000,- 
000 of drilling costs charged to expenses, 
prior to the establishment of regulation, 
by Hope Natural Gas Company. 

One of the most serious aspects of the 
disparity between the historical cost of 
fixed assets and the current replacement 
cost is that depreciation allowances for 
income tax purposes under present laws 
must be based on historical cost. Since 
high personal tax rates and the one-sided 
taxation of capital gains have depleted 
the flow of new equity capita] from in- 
vestors, the principal present source of 
capital for American industry is earn- 
ings retained in the business. This means 
that each $100 of increased cost of re- 
placements of fixed assets, financed out 
of retained earnings, requires $160 of 
reported earnings before Federal income 
taxes. 

Furthermore, under the decisions of 
the United States Supreme Court in rate 
and valuation cases, notably the com- 
paratively recent decision of Mr. Justice 
Douglas in Federal] Power Commission 
v. Hope Natural Gas Company, 320 US 
591, 606,607 ; 88 Led 333-347," not only 
has the propriety of basing annual depre- 
ciation on cost been recognized, but the 
contrary holding of the court in the 
West Case (United R. & Electric Co. v. 
West, 280 US 234, 253, 254; 74 Led 390, 
410, 411)** requiring depreciation to be 
predicated upon cost of reproduction has 
been expressly disapproved. Thus it ap- 
parently will be necessary to persuade 
the present court that depreciation allow- 
ances based on original cost are in fact 
confiscatory under present conditions. 


~~ principal difference between our 
country and those parts of the world 
which do not have a satisfactory standard 


15 (1944) 51 PUR NS 193. 
16 PUR 1930A 225. 
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of living, is the extent to which we have 
harnessed machinery to increase the out- 
put of goods per man-hour worked and 
to improve the quality and usefulness of 
the products. It has been estimated" that 
a century ago in the United States 22 per 
cent of the physical work was performed 
by man, 51 per cent by animals, and 27 
per cent by mechanical devices ; whereas 
in 1948 man performed only 4 per cent 
of the physical work, animals 2 per cent, 
and all of the remainder—94 per cent— 





17 The Economist, July 2, 1949, issue. 
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was performed by the machinery which 
makes up our productive capital. The 
continued overstatement of earnings and 
overpayment of taxes due to amortization 
of the historical cost of fixed assets and 
to first-in, first-out inventory methods 
will almost certainly result in an erosion 
of our productive capital, of which the 
utility industry is an essential part. For 
this reason I sincerely hope the manage- 
ments of the utility companies and the 
regulatory commissions will take imme- 
diate steps toward finding a sound solu- 
tion to this important problem. 





The Proposed Columbia Valley Administration 






By HENRY M. JACKSON* 


Wat the title of this afternoon’s 
session is “Power Authorities,” I 
have taken the liberty of confining my re- 
marks to the Columbia Valley Ad- 
ministration Bill, HR 4287 and S 1645, 
which was recommended to the Con- 
gress by President Truman. 

Before discussing specific provisions 
of the bill, I should like to lay at rest two 
misapprehensions as to its purpose and 
scope : 


First, the pending CVA proposal is 
not, strictly speaking, a “power 
authority” bill. Rather, it is primarily 
a proposal for reorganization of part 
of the executive branch of the Federal 
government. It is intended to provide 
for the better administration of exist- 
ing Federal functions pertaining to the 
conservation and development of nat- 
ural resources. 

Second, the CVA bill is not intend- 
ed to transplant TVA into the Pacific 
Northwest. While TVA experience 
was drawn upon heavily to the extent 
such experience was deemed tested 
and applicable to our situation in the 
Pacific Northwest, the bill was tailor- 
made for a different environment and 
was based on a wider experience than 





*U. S. Representative from Washington. 
NOV. 24, 1949 





756 


was available at the time TVA became 
law. 


Let us examine these two points in 
greater detail. 

To be sure, the CVA bill necessarily 
has important power features. This is 
necessarily so because it deals with Fed- 
eral activities pertaining to natural re- 
sources in the Pacific Northwest. The 
power potential of this area is a vast un- 
developed resource, of a scope which 
captures the imagination of all who hear 
about it ; together with the land of the re- 
gion, it is our greatest natural resource. 
The total plant required to develop this 
vast power potential is so tremendous— 
and so closely related to certain other con- 
servation and development programs of 
the Federal government—that only the 
Federal government can get it under way 
on any rational basis. 


— agencies of the Federal gov- 
ernment at present are engaged to a 
substantial degree in the generation, 
transmission, and disposition of electric 
energy within the region. While these 
agencies have made considerable progress 
to date and undoubtedly will make 
further progress even if we have no 
CVA, they presently are subject to a 
morass of confusing and sometimes con- 














flicting statutes, to a framework of legis- 
lation that almost defies efficient and re- 
sponsible administration — let alone 
effective review by the Congress. I 
would favor cleaning up this mess, re- 
gardless of whether we have a CVA or 
not ; one way of accomplishing this pur- 
pose would be the creation of a “power 
authority.” 

But the problem with which the CVA 
proposal deals is much more than a prob- 
lem of power; it is a problem of carrying 
out more efficiently the Federal govern- 
ment’s responsibilities pertaining to con- 
servation and development of all our 
natural resources. It is a problem 
of achieving balance among the various 
phases of these functions—between 
power and the other important phases, 
such as irrigation, soil conservation, fish 
and wild-life conservation. It is a prob- 
lem of accomplishing these purposes in 
the manner which will be most respon- 
sive to the needs and wishes of the people 
most directly affected, without losing 
sight of the constitutional and practical 
implications of the fact that we are deal- 
ing with Federal functions, financed with 
Federal funds. 

The TVA law likewise represented an 
effort to achieve a comprehensive and 
coordinated approach to the problem of 
conservation and development in a rela- 
tively homogeneous area. Like CVA, the 
TVA idea, prior to its enactment into 
law, was a perennial, regularly intro- 
duced in various Congresses in one form 
or another—sometimes in the broad form 
eventually enacted, sometimes purely as 
a measure dealing merely with the exist- 
ing Federal power facilities in the re- 
gion. There are certain other similarities, 
and in drafting the CVA bill we bor- 
rowed liberally from TVA experience. 


B” the differences between the two 
situations are more striking, and 
underlying the differences between the 
two pieces of legislation is the funda- 
mental principle that any proposal for a 
regional form of administration of Fed- 
eral activities should, so far as feasible, 
be designed to suit the requirements of 
the region for which it is intended. Thus, 
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the approach taken in 1949 with respect 
to the Pacific Northwest was materially 
different from the approach taken in 1933 
with respect to the Tennessee valley area. 


N enacting the TVA law, the Congress 
was embarking on a great new experi- 
ment, unprecedented in many very sig- 
nificant respects. At a time when the na- 
tional conscience was focused on the 
“forgotten man,” the TVA proposal 
dealt with the problem of a “forgotten 
land.” The Tennessee valley area was 
one of the older parts of the country, an 
area which seemed almost to have been 
by-passed in the march of progress of the 
United States over the decades. It was 
an area thwarted in its natural aspira- 
tions for growth and development an- 
nually ravaged by floods, faced with 
critical erosion of soil. Truly productive 
enterprise did not exist. The consequent 
low standard of living and the conse- 
quent erosion of the souls and bodies of 
its people left an aura of hopelessness un- 
mitigated by the economic conditions then 
generally prevalent in the United States. 
It must be remembered, too, that at 
the time of enactment of this law, there 
generally had not been any extensive Fed- 
eral services, either in that region or else- 
where (except in parts of the West), in 
the fields of conservation and develop- 
ment—certainly not in the degree that we 
know these services now. There was, 
however, an incipient interest in the pos- 
sibility of utilizing the great financial re- 
sources of the Federal government in the 
alleviation of unemployment; and in its 
anxiety to get workers back on payrolls 
as speedily as possible, the public was pre- 
pared to accept leaf-raking projects 
which accomplished little more than 
keeping men occupied. 

Against this background, it is not sur- 
prising that the proposal for a great pro- 
ductive enterprise, such as the TVA, 
should be greeted with open arms, and 
that its charter should be drawn in broad 
and sweeping language—as a charter of 
a new hope, a new way of life—as the 
basis for a broad expansion of the scope 
of Federal activity beyond its traditional 
bounds, 
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N proposing a CVA bill, 1949 model, 
we face a very different situation. The 
Pacific Northwest has been heralded far 
and wide as a land of almost unlimited 
opportunity. Hundreds of thousands of 
people, temporarily brought to the area 
during the war, have been captivated by 
its beauty and its promise; two of the 
states in the region, for example, are the 
first and third fastest growing states in 
the United States, with a growth during 
the last decade comparable to their pre- 
vious growth throughout the whole 
period of white settlement. The popula- 
tion is young and aggressive, and fiercely 
devoted to the pioneer principles of indi- 
vidual initiative, individual resourceful- 
ness, and self-reliance. Its spirit of self- 
confidence has been heightened by the 
general postwar prosperity in which the 
Northwest has shared. These people 
have seen how their productivity can be 
increased by soundly conceived and 
solidly established Federal projects and 
programs, and they are uniformly in- 
terested in the expansion and improve- 
ment of existing Federal services along 
the established and well-recognized lines 
they have followed up to now—particu- 
_ larly as these services affect their power 
supply, their agriculture (especially in 
arid areas), their anadromous fish in- 
terests, their flood-control and navigation 
facilities, and the administration of the 
53 per cent of the region’s lands which 
are presently in Federal hands. They are 
interested in seeing these services develop 
in harmony with each other ; they are im- 
patient with the disharmonies, the work- 
ing to cross-purposes, the imbalances and 
the confusion which all too often inter- 
fere with the effectiveness of these serv- 
ices and require the solution of these 
differences in bureau and department 
headquarters back in Washington, D. C., 
3,000 miles away, by men who are rela- 
tively unfamiliar with the day-to-day 
problems of the people of the region. 
These people thus welcome every effort, 
however small, to effect a better codrdina- 
tion between these services within the 
region. 
It is in the nature and scope of these 
existing services that we find the main 
NOV. 24, 1949 


difference in approach as between the 
TVA law in 1933 and the CVA bill in 
1949, 


| em than starting with a bold and 
almost revolutionary concept of 
creating a great new Federal activity in 
the region, we have developed a bill, 
which is different from the TVA law in 
important respects, by taking as a starting 
ground the existing agencies in the re- 


gion. 


We have examined the basic laws 
which now govern their actions, their 
actual practices under these laws, and 
have endeavored to rationalize these into 
a consistent whole for the better admin- 
istration of Federal responsibility. All 
this—after giving effect to such lessons 
as we have learned from the TVA and 
other experience during the sixteen years 
since enactment of the TVA law. In this 
task we have had the assistance of experts 
from a number of departments and 
agencies of the executive branch—from 
“old-line” agencies, from agencies con- 
cerned primarily with budget and fiscal 
matters, from the TVA itself. We also 
have had the benefit of extensive con- 
sultation with the people of the affected 
region. 

The persons who will be administer- 
ing the machinery created by enactment 
of the CVA bill thus in effect will be 
stepping into the shoes of those persons 
who are now administering the existing’ 
laws of the existing agencies which 
would be affected by CVA. Since the 
CVA starts with a basic premise of pre- 
serving existing law except where there 
is a good reason for change, these admin- 
istrators in general will inherit the body 
of precedents and policies which today 
give force and effect to existing law. The 
body of judicial and administrative de- 
cisions which today are applicable to 
these activities wil] continue to be ap- 
plicable in most respects  ertainly in 
those respects which affect the relation- 
ships between the agencies and the public 
—since changes from existing law are 
largely confined to changes in technical 
details affecting the internal workings of 
the government. 
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KY the same people will be admin- 
istering these programs. Subsection 
8(b) provides for transfer to the CVA, 
of all personnel who relate primarily to 
the projects and functions transferred 
from existing agencies to CVA. The only 
transfers authorized under the CVA bill 
are those specified in subsection 8(a), in- 
volving the functions now exercised 
within the region by the Bonneville Pow- 
er Administration, the Reclamation 
Bureau, and the Corps of Engineers 
(except for the latter’s channel and har- 
bor work in tidal waters and, of course, 
its military functions). The remaining 
Federal conservation and development 
agencies within the region remain intact, 
subject to the codrdinating, planning, and 
budget provisions of the bill, particularly 
as set forth in § 7. Moreover, it is the in- 
tent of these latter provisions, as repeat- 
edly emphasized in the legislative history 
of this measure, that these subsisting 
agencies will not assume a minor and in- 
significant role, that they will be used to 
the maximum extent feasible, that an im- 
portant purpose of the legislation is to 
strengthen their programs and bring them 
into a better balance with the existing 
Federal activities affecting water and 
power. 

This approach, of keeping the old law 
intact so far as feasible, is illustrated in 
the real effort which has been made to 
protect existing water rights, and in the 
provisions relating to disposition of elec- 
tric energy. 

Since I do not purport to be an expert 
on the subject of water rights, I speak 
with some trepidation on this subject. I 
can say categorically, however: 


First, that it clearly was not intend- 
ed that existing water rights would in 
any way be adversely affected by this 
legislation, or that in the future new 
water rights would be acquired or con- 
trolled in any manner other than under 
state law the same as in the past; 

Second, that the sponsors and pro- 
ponents of this legislation have built up 
an impressive legislative history to that 
effect, which must be given proper 
weight in any interpretation which will 
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be made of the law if enacted; and 

Third, that competent and unbiased 
experts in the field of water law have 
clearly refuted the charge that water 
rights would be impaired. 


N this latter connection, I might refer 
to an opinion of the chief counsel of 
the Bureau of Reclamation, dated July 
1, 1949, which was concurred in by the 
solicitor of the Department of the In- 
terior and introduced in tke record of the 
Senate committee hearings on S 1645. In 
that opinion, the chief counsel states that 
“there is nothing in the bill, in terms or 
otherwise, that would give the Columbia 
Valley Administration any new or great- 
er authority (with consequent possibility 
of legal impact on existing private rights 
on water) than has long been established 
and recognized under our Constitution, 
statutes, and judicial determinations as 
inherent in existing governmental agen- 
cies.” In the course of exploring this 
conclusion, he also points out that the 
proviso in subsection 6 (c) (1), limiting 
the power to condemn any water right, is 
stricter than the standards governing 
other agencies, including the Bureau of 
Reclamation and the Secretary of Agri- 
culture. 

The chief counsel of the bureau also 
points out that it “is clear that [the bill] 
is not intended ‘in any way [to] affect 
any right of any state or of the Federal 
government . . . to or from any inter- 
state stream or the waters thereof .. .’ 
(§ 10(a)). This language is taken direct- 
ly from § 8 of the Act of June 17, 1902 
... and is in many ways similar to that of 
§ 27 of the Federal Water Power 
Act....” As the chief counsel states, “En- 
actment of the language proposed in S 
1645 would be an effective guaranty that 
the bill is not taken as a congressional 
act to assert powers over the Federal sys- 
tem which the Federal government itself 
does not already have.” And he reflects 
that inclusion of this language also makes 
it clear “that future private appropriators 
of water will continue to derive and en- 
joy their rights under state law and be 
subject to the contro] of the states.” 

I am impressed by the fact that nobody 
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has come forward with any proposed 
amendment which would strengthen the 
water rights provisions of the CVA bill 
in a manner which is consistent with ex- 
isting law. The simple answer to anyone 
complaining of the alleged restricted 
scope of the water rights clause in S 1645 
is that existing law goes no further. 


TS to extend the rule of § 10(a) 
of the bill to remaining activities of 
CVA other than irrigation, would be a 
marked departure from existing law re- 
lating to Federal responsibility in these 
fields. For example, the Federal govern- 
ment’s dominant interest in water for 
navigation would be made subservient to 
state laws for the use of water for other 
purposes. (In this connection it should 
be noted that § 2(b)(4), relating to 
recognition of the doctrine of beneficial 
consumptive use and establishing prefer- 
ence for certain purposes, does not place 
the Federal government at the mercy of 
restrictive state legislation, but, as in the 
case of the similar provision in § 1(b) of 
the Flood Control Act of 1944, estab- 
lishes this rule as a standard for Federal 
administration. ) 

The same observation is true with re- 
spect to the government’s interest in 
water in its capacity as the guardian of 
Indians. 

Finally, it is noteworthy that there is 
no comparable rule with respect to power. 
In this regard, § 10(a) goes as far as § 
8 of the 1902 Reclamation Act. Under 
existing law, the Bureau of Reclamation, 
in reference to its development of mul- 
tiple-purpose projects on navigable 
streams, is not subject to state laws re- 
garding the appropriation of water for 
power purposes. Neither is a private 
power company subject to those laws, 
with respect to projects on navigable 
streams, since the Federal Power Act 
superseded any inconsistent requirement 
of state laws with respect to the acquisi- 
tion of a state permit for dam construc- 
tion. (See 328 US 152.) 

While the views of the states in the re- 
gion will be given full consideration by 
the CVA in developing and administering 
its programs, and by the Congress in re- 
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viewing these programs and the CVA 
budgets, it is not the intent of this legisla- 
tion to permit any individual state, by 
prohibitory legislation, to block irrev- 
ocably any legitimate program of the 
Federal government which is in line with 
traditional and recognized Federal] func- 
tions in the region. 


NDER § 9, the CVA is authorized to 

dispose of surplus electric energy, 
at wholesale, under policies established 
by existing Federal legislation such as 
the Bonneville Power Act, under which 
the Bonneville Power Administration 
now operates. These policies include the 
construction of necessary transmission 
facilities, the encouragement of the 
widest possible use of the available elec- 
tric energy at the lowest possible rates to 
consumers, particularly domestic and 
rural consumers, and the granting of 
preference and priority to public bodies 
and cooperatives in the disposition of 
electric energy in accordance with poli- 
cies which have been developed over the 
last forty years or more. 

As in the case under the Bonneville 
Power Act, there are certain limitations 
on the contracts which the CVA is 
authorized to enter into. Section 9(c) 
provides that 


The administration is authorized to 
enter into contracts for the sale or dis- 
position of electric energy at whole- 
sale, whether for resale or direct con- 
sumption. Each contract entered into 
under this section (1) shall be for a 
term of not to exceed twenty years 
from the date of the making of such 
contract, (2) shall (in the case of a 
contract with any purchaser, other than 
a public or codperative agency, who re- 
sells the bulk of the electric energy 
purchased) contain appropriate provi- 
sions authorizing the administration to 
cancel the contract in whole or in part 
upon not more than five years’ notice in 
writing whenever in its judgment there 
is reasonable likelihood that part of 
the electric energy supplied under such 
contract will be needed to satisfy the 
requirements of agencies entitled to 
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preference and priority under this act, 
and (3) may contain such other terms 
and conditions (including provisions 
to insure that resale to the ultimate con- 
sumers shall be at rates and on condi- 
tions which are reasonable and non- 
discriminatory) as the administration 
may deem appropriate for carrying out 
the purposes of this act. 


Section 9(d) sets forth minimum re- 
quirements for rate schedules, in the fol- 
lowing terms: 


Schedules of rates at which electric 
energy will be contracted for sale shall 
be established by the administration 
from time to time at levels which in 
the aggregate will produce from esti- 
mated sales of electric energy revenues 
at least sufficient to cover (1) the op- 
eration, maintenance, and all other 
costs of generating, transmitting, and 
disposing of such electric energy, in- 
cluding among such costs depreciation 
on the depreciable properties included 
in the construction costs allocated to 
such generation, transmission, and dis- 
position, plus amortization, over a rea- 
sonable period of years, of the non- 
depreciable properties included in such 
construction costs, and including in- 
terest payable pursuant to § 12 of this 
act, and (2) any additional amounts 
which may be required to repay the ad- 
vances used to pay costs allocated to 
irrigation and assigned for repayment 
from power revenues. In order to dis- 
tribute the benefits of transmission sys- 
tem integration and to promote the 
equitable distribution of electric en- 
ergy, rate schedules may provide for 
uniform rates, or. rates uniform 
throughout prescribed transmission 
areas. 


obs provision follows existing prac- 
tice very closely. If anything, it is 
more explicit and strict in so far as it 
expressly contemplates interest payments 
and otherwise is expressly related to the 
system-wide approach to allocations and 
financing provided in the bill. 

The significant point I should like to 
make with respect to the provisions of 
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§ 9 is this: that, in general, these subsec- 
tions are nothing more than a simplified 
restatement of those provisions of the 
Bonneville Power Act which have not be- 
come obsolete since enactment of that 
law. The changes in existing law may be 
simply stated as follows: 


(1) The Federal government is 
listed among the agencies entitled to a 
priority in the sale of power; under 
existing law, there is some ambiguity 
as to whether the Federal government 
is a “public agency,” in the same sense 
as a municipality or public utility dis- 
trict is, for the purpose of being en- 
titled to such a priority. 

(2) The provision relating to power 
supplies for essential national defense 
requirements is a new standard not 
found in existing legislation; this 
standard has, however, been recog- 
nized in the past as a matter of policy 
to the extent permitted by existing law 
and to the extent which would be per- 
mitted under the CVA bill. 

(3) The rate provisions are clarified 
and adapted to the allocation and 
financing provisions of the CVA bill, 
which I shall discuss later. It is not 
anticipated that this change, however, 
wil] actually affect rates as a practical 
matter. 

(4) Certain noncontroversial tech- 
nical changes facilitate codperative ar- 
rangements with others relating to use 
of transmission facilities, purchase of 
power, and purchase and storage of 
water. These changes should facilitate 
efforts, such as Bonneville Power Ad- 
ministration has made in the past, to 
collaborate with both private and pub- 
lic power agencies in the area in order 
to secure maximum use of existing 
facilities and maximum conservation 
of electric energy. 

(5) Finally, to aid in the disposition 
of the surplus power of the admin- 
istration, and to give effect to the 
preference accorded to public and pri- 
vate agencies in particular, subsection 
9(e) authorizes the administration to 
acquire, although not by condemnation, 
existing electric utility systems ; and it 
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directs the CVA to dispose of any dis- 
tribution facilities acquired in this 
process, to public bodies and coopera- 
tives, as rapidly as such disposition can 
be made. This provision is an entirely 
new feature of the law in so far as the 
Pacific Northwest is concerned. 


T thus will be seen that the provisions 
relating to acquisition of existing sys- 
tems constitute the only change, in the 
law relating to disposition of electric en- 
ergy, which might reasonably give a pri- 
vate power company some concern. 

I should like to digress a moment to 
point out the limitations on this authority 
to acquire these properties. 

1. Condemnation of existing sys- 
tems is explicitly prohibited under 
subsection 9(e) (1) ; the CVA may pur- 
chase such properties only at voluntary 
sale. 

2. The proviso in subsection 9(e) (1) 
requires, as a prerequisite to such an 
acquisition, a determination “that the ma- 
jor portion of the distribution facilities to 
be acquired can be promptly disposed of 
to public or codperative agencies at a price 
or prices which, together with the value 
of the facilities retained by the admin- 
istration is equal to or in excess of the 
price paid by the administration for the 
system or part thereof.” 

3. The administration cannot purchase 
and hold retail electric distribution prop- 
erties, but must resell them to local public 
or cooperative agencies. Section 9(e), 
therefore, is intended to permit the CVA, 
subject to effective safeguards, to acquire 
existing generation and transmission 
facilities in the Northwest, in instances 
where the distribution facilities are to be 
acquired under state law by public bodies 
and codperatives. The question of 
whether the citizens of a particular 
locality are to be served by a private or 
public distribution agency remains a mat- 
ter of local option ; and, if the citizens de- 
cide in favor of a public agency, it is an 
agency organized under state law and not 
the Federal government that will serve 
them. 

You will recall that at last year’s meet- 
ing of this group, complaints were made 
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of the effect of the Washington state 
laws in forcing a piecemeal dismember- 
ment of the private utilities. By provid- 
ing a vehicle for public agency acquisi- 
tion of private systems, this subsection 
9(e) should go far in alleviating this con- 
dition throughout the area. 


HE limited scope of these changes— 

which are probably more marked in 
the power provisions than in the re- 
mainder of the bill—illustrate the man- 
ner in which there has been a positive 
effort to keep existing law intact. Such 
changes as have been made in the re- 
mainder of the bill relate essentially to 
how the Federal functions shall be ad- 
ministered, not what functions shall be 
administered. In general, changes from 
existing law have been made only, first, 
where it was deemed necessary or desir- 
able to harmonize, into a unified whole, 
a mass of conflicting and sometimes con- 
tradictory statutes, and, second, where 
experience in the administration of Fed- 
eral affairs has clearly demonstrated the 
need for a change in the methods of 
handling certain of the functions in- 
volved. Even these changes, however, 
have been made with a fine regard for 
precedent. 

The first of these exceptions, to the 
policy of following existing law, is il- 
lustrated in the provisions concerning 
allocations of costs. No existing general 
statutory pattern is discernible, and it 
was deemed most practicable to follow 
the reclamation pattern, adapting it to the 
unified system-wide approach which 
characterizes the CVA legislation. Sub- 
section 11(a) of the bill provides a single 
allocation formula as follows: 

The administration shall make a 
thorough investigation of (1) the costs 
of constructing or acquiring all dams, 
reservoirs, steam plants, electric or 
water transmission systems, buildings, 
or other facilities constructed or ac- 
quired by or transferred to the admin- 
istration for its management and con- 
trol, including the land on which such 
facilities are constructed (herein called 
“construction costs’), and (2) the 
costs of operating and maintaining 
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such facilities, and of carrying on the 
other activities of the administration 
(herein called “operating costs”). 
Such costs shall be allocated among the 
various purposes served by the facili- 
ties and activities, having regard to the 
interrelationship of the various facili- 
ties and activities: Provided, That the 
costs of water-control projects shall be 
allocated among the following pur- 
poses only: (1) irrigation; (2) gen- 
eration, transmission, and disposition 
of electric energy ; (3) municipal and 
miscellaneous water supply ; (4) flood 
control ; (5) navigation ; (6) preserva- 
tion and propagation of fish and wild- 
life; and (7) other purposes, if any, to 
which costs may be allocated under the 
provisions of the Federal reclamation 
laws (act of June 17, 1902, 32 Stat 388, 
and acts amendatory thereof or sup- 
plementary thereto). Costs with re- 
spect to facilities and activities serving 
only one purpose shall be allocated to 
that purpose. Costs with respect to 
facilities and activities serving more 
than one purpose shall be equitably al- 
located among such purposes. 


Subsection 11(b) provides for approval 
of allocations, as well as the periods of 
rates and depreciation and amortization. 
Final approval is by the President of the 
United States. Subsection 11(c) provides 
for a continuing review of these determi- 
nations, by the Congress, including ade- 
quate publication of these matters. 


se allocation provisions, thus con- 
tinue in effect — and apply to the 
projects in the region generally—the gen- 
erally applicable provisions of existing 
law with respect to reclamation projects, 
as found in the Reclamation Act of 1939 
and in the 1946 amendment to the Wild- 
life, Fish, and Game Act, Public Law 
732, 79th Congress (the latter act author- 
izing a fish and wild-life allocation on 
new projects after August 14, 1946). (In 
this connection it should be noted that the 
incorporation, by reference, of all alloca- 
tions authorized by the reclamation laws, 
wil] keep the CVA on the same basis as 
reclamation projects elsewhere in the 
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country. For example, if the pending pro- 
posed amendments to the Reclamation 
Act as contained in HR 1770 are adopted 
in the form set forth in the bill, which has 
been reported out by the House Com- 
mittee on Public Lands, allocations also 
would be permitted for the following ad- 
ditional purposes: General salinity con- 
trol, sedimentation control, recreation, 
improvement of public transportation, 
public health, national defense, and ful- 
fillment of international obligations. It 
also is interesting to note by way of com- 
parison that, in the case of Army proj- 
ects, there is no generally applicable law 
specifying a formula for the purposes to 
which costs might be allocated, or a divi- 
sion made between reimbursable or non- 
reimbursable costs. ) 

Another change of this character—de- 
viating from the existing statutes but 
adopting a uniform rule for which there 
is some precedent—may be found in the 
method of authorization. 

It has been the practice up to now to 
authorize each Army project as a separate 
legislative transaction which might or 
might not have proper regard to the rela- 
tionship of the individual project to a 
whole system of development. Even 
authorizations for investigations and 
surveys have been approved by separate 
authorizing statute. In many cases the 
authorization has been little more than a 
political gesture, since it is not uncom- 
mon to see the lapse of years between 
the original authorizing statute and the 
statute which makes the initial appropria- 
tion required to permit the work to start. 
Sometimes the plans on which initial 
authorization was made are obsolete in 
some respects by the time the initial ap- 
propriation is made. In any event, the 
Appropriations Committee and the Con- 
gress in general follow the practice of 
examining de novo, at the time appropria- 
tions are made, into the merits of a proj- 
ect which already has been approved by 
law. Much valuable time is lost and 
essential] work unnecessarily delayed. 


HILE the Bureau of Reclamation in 
practice usually seeks separate 
statutory authorization, the Secretary of 
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the Interior has broad authority to go 
ahead with reclamation projects subject 
to certain conditions—and subject to his 
securing the necessary appropriations. 

The CVA bill itself is an authorizing 
statute, analogous to the Reclamation Act 
in this respect. But it contains provisions 
which retain tight contro] in the hands 
of the Congress. 


ECTION 12 of the CVA bill, relating to 
financing, answers numerous loose 
charges that enactment of this legislation 
would be tantamount to writing a blank 
check in favor of the CVA directors. As 
a member of the Appropriations Com- 
mittee, familiar with government practice 
in these matters, I can tell you that this 
simply is not true. 

Two provisions of § 12 are particularly 
important in retaining in Congress its 
traditional power over the purse strings. 

The first of these—the significance of 
which is frequently overlooked—is sub- 
section 12(b) which reads as follows: 


The administration shall be a wholly 
owned government corporation under 
§ 101 or the Government Corporation 
Control Act, as amended, and its trans- 
actions and operations shall be subject 
to control as provided in that act. 


The Government Corporation Control 
Act, incidentally, was not designed for 
the purpose of freeing government cor- 
porations from all restrictions. On the 
contrary, it was sponsored by Senators 
Byrd and Butler in the Senate and by 
Congressman Whittington in the House 
for the purpose of subjecting govern- 
ment corporations to a proper degree of 
control by the President and the Con- 
gress, while recognizing the need for a 
reasonable degree of flexibility in carry- 
ing out the business-type activities of the 
government. Its enactment followed a 
long period of criticism of the practice 
of some government agencies in creating 
corporations for the purpose of facilitat- 
ing some of their programs in a manner 
alleged to exempt administration of these 
programs from the continuing control of 
Congress through the appropriations 
process. 
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oan 2 of the Government Corpora- 
tion Control Act provides that “‘it is 
declared to be the policy of the Congress 
to bring government corporations and 
their transactions under annual scrutiny 
by the Congress and afford current finan- 
cial control therefor,” and the remainder 
of that act specifies a detailed implemen- 
tation of this declared policy. That act, 
incidentally, was cited by the Hoover 
Commission as a model of what is re- 
garded as proper budgetary and fiscal 
control. A large and increasing number 
of government agencies are subject to 
that act. Some of these agencies have a 
considerably greater impact on the econ- 
omy than CVA will have. 

The second of the provisions which 
tighten congressional control over the 
activities of the Columbia Valley Admin- 
istration is subsection 12(c), which reads 
as follows: 


The administration shall not initiate 
construction of any major water-con- 
trol or electric-generating project or 
major transmission line into a new 
service area or undertake any major 
new type of activity authorized by this 
act unless such project or activity has 
been included in the annual budget pro- 
gram, or amendment thereof, approved 
by the Congress: Provided, That in 
connection with such projects and 
transmission lines there is hereby 
authorized to be made available to the 
administration, at the time of initiation, 
contract authority in the amount 
shown in the budget program as neces- 
sary to complete construction. 


It is important to note that these limi- 
tations relating to major projects and ac- 
tivities are limitations on the actual be- 
ginning of works or programs, regard- 
less of how they are financed, whether by 
corporate funds, the revolving fund in 
the Treasury, direct appropriations by 
Congress, or even the contract authority 
of the CVA. Nor is there any justifica- 
tion for quibbling as to what is “major” 
and what is not, since the meaning of this 
word will be given a definite content by 
the Congress itself, through the ap- 
propriating process. 
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or does the fact that a project or ac- 
tivity is not “major” imply any 
lack of continued congressional surveil- 
lance. In the normal process of review- 
ing corporate-type budgets in the Appro- 
priations committees, there is a careful 
examination of the operations and 
finances of the agency requesting 
authorization for the future use of its 
funds, and the Congress in the course of 
this process remains free to impose such 
limitations on the budget approval as it 
sees fit. The designation of any particu- 
lar project or activity as a “major” one 
merely means that it must be specifically 
brought to the attention of Congress and 
earmarked by Congress for specific ap- 
proval. The remaining items in the cor- 
poration budget undoubtedly will be the 
subject of a full report by the CVA to 
Congress in the manner that is customary 
in these cases. Under present law, for 
example, the Bonneville Power Admin- 
istrator has sweeping authority to con- 
struct “such transmission lines and sub- 
stations . . . as he finds necessary, desir- 
able, or appropriate for the purpose of 
transmitting electric energy . . . to exist- 
ing and potential markets”; but the Ap- 
propriations committees regularly limit 
the exercise of this power, and the ad- 
ministrator regularly endeavors to ob- 
serve even the directives in committee re- 
ports as if they were law. 

In § 12 we also find examples of the 
other kind of change from existing law 
applicable to the Northwest resources 
situation; namely, a clearly necessary 
change in method of public administra- 
tion. One of these examples is the appli- 
cation of the Government Corporation 
Control Act, which I have just discussed. 
Another is the manner of recognizing 
certain special problems inherent in im- 
proving the long-term financing of busi- 
ness-type, revenue-producing activities. 


HE approach taken in devising these 

financial arrangements has been 
summarized as follows in the testimony 
of the Assistant Secretary of the Interior 
before the House and Senate Com- 
mittees on Public Works: 


Section 12 segregates the activities 
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of the administration generally into 
two classes, revenue and nonrevenue 
producing. Revenue-producing activi- 
ties, such as generation, transmission, 
and sale of electric energy, and the 
construction of multiple-purpose proj- 
ects which have revenue-producing 
features, are to be financed from a re- 
volving fund established in the Treas- 
ury pursuant to subsection 12(d). 
For the nonrevenue-producing activi- 
ties, such as reforestation and pollu- 
tion control, financing is provided by 
and limited to annual appropriations. 
In other words, the government cor- 
poration approach is used in the case of 
the administration’s activities which 
are of a business type and revenue-pro- 
ducing, and the appropriation type of 
ceiling is imposed upon those of the 
administration’s activities which are 
nonrevenue producing. However, in 
order to gear the disallowance control 
normally incident to an audit of the 
expenditure of appropriated funds to 
the type of accounting system and 
audit procedures required by the Gov- 
ernment Corporation Control Act, 
subsection 12(i) provides that the ap- 
propriation grants will be turned over 
to the administration and accounted 
for by it integrally with its general 
funds, with the liability of the certify- 
ing officer as fixed under the general 
law but subject only to the restric- 
tions applicable specifically to this and 
other government corporations. 


The main effect of this special recogni- 
tion of the business-type character of 
such projects and operations is to avoid 
the traditional fiscal year limitations 
which constantly threaten the continuity 
of such enterprises when run by the gov- 
ernment under ordinary procedures. This 
is particularly important in the power 
business, and it is generally recognized 
in the financial arrangements of other 
business-type operations of the govern- 
ment. 


io general pattern of financing, in- 
cluding the provision for the revolv- 
ing fund and the combination of such a 
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provision with the more normal appro- 
priation-ceiling type of approach, is sub- 
stantially the same as that which the pres- 
ent 81st Congress already has approved 
in the case of the Virgin Islands Corpora- 
tion charter. This general pattern is a by- 
product of long and careful study of ex- 
perts in the General Accounting Office, 
Bureau of the Budget, and Department 
of the Treasury, seeking to find the best 
means of securing an adequate long-term 
financing medium for the government’s 
business-type operations — a medium 
which would combine the necessary flexi- 
bility of operations with appropriate con- 
gressional control of the purse strings. It 
embodies in many respects some of the 
recommendations of the General Ac- 
counting Office as contained in its audit 
reports on the TVA, and I understand 
that the Comptroller General has ex- 
pressed to the Congress his approval of 
the financing arrangements contemplated 
in the CVA bill. 

I might point out other respects in 
which the bill improves the ways in which 
the Federal government conducts its busi- 
ness in fields which are presently recog- 
nized as legitimate fields for Federal ac- 
tivity, but time does not permit. I might, 
however, cite just one example in which 
this group may have a special interest. 
Section 13 provides for payments in lieu 
of taxes—which are not now authorized 
for activities which CVA would take 
over, but which are universally recog- 
nized as desirable. In this section (the 
applicability of which, incidentally, is not 
limited to the power or other revenue- 
producing activities), we do not subject 


CVA to the same tax obligation as would 
apply to a private utility since such a rule 
was felt inapplicable to the conduct of a 
legitimate developmental activity of the 
Federal government. We have, however, 
endeavored to save states and localities 
harmless from the injury which would 
occur by removal of property from local 
tax rolls or by extra demands placed on 
municipal services as a result of Federal 
activity. This section, too, was the sub- 
ject of considerable study, including con- 
sultation with Budget and Treasury ex- 
perts who have been seeking a rational 
pattern which might be adopted as na- 
tional policy applicable to the entire gov- 
ernment. I believe the provision is as 
fair, both to the Federal taxpayer and to 
the state and local taxpayer, as is pos- 
sible at this time; and it contemplates, 
five years hence, a further congressional 
review of its effects. 


N the foregoing review I have not en- 
deavored to cover all the details of 
this legislation, but merely enough to 
demonstrate to you what we had in mind 
in our approach to its formulation, and to 
explain particularly some of those por- 
tions of it which might be of special in- 
terest to you as attorneys concerned with 
public utility law. I trust that in this dis- 
cussion I have demonstrated that ex- 
tremist shouts of “superstate” and a 
“third form of government” are entirely 
unwarranted. The issue presented by 
this legislation, as I see it, is the one issue 
of responsible government—of govern- 
ment which will be responsive to the will 
of the people. 





The CVA Bill 
By J. KENNARD CHEADLE* 


The Proposed Extensions of Regional 
Authorities 


HE controversy over the CVA bill 
(S 1645) involves issues that are 
deeper than any crosscurrents of party 





* Member, Spokane, Washington, bar. 
NOV. 24, 1949 


politics. One basic issue is whether the 
Congress should hand over to a Federal 
agency a large measure of the powers 
to legislate and appropriate which are 
vested in Congress by the Constitution. 

Some CVA salesmen frequently tell - 
the public that the CVA bill is just a 
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reorganization bill which does not con- 
tain any authority other than authority 
already possessed by the Federal agencies 
now operating in the Pacific Northwest. 
But reading what is inside the bill shows 
that such sales talk is misleading. 

The public should be informed about 
what is inside the CVA bill. And lawyers 
in all regions of the country would be 
doing a public service if they would ex- 
amine and appraise the CVA bill and 
make known what they find. 

In appraising the CVA bill, I suggest 
that there be kept in mind the Constitu- 
tion and what Mr. Justice Brandeis said 
of it, in his dissenting opinion in Myers 
v. United States (272 US 52, 291, 295): 


Checks and balances were estab- 
lished in order that this should be “a 
government of laws and not of men.” 
. .. The doctrine of the separation of 
powers was adopted by the Conven- 
tion of 1787, not to promote efficiency 
but to preclude the exercise of arbi- 
trary power. The purpose was, not 
to avoid friction, but, by means of the 
inevitable friction incident to the dis- 
tribution of the governmental powers 
among three departments, to save the 
people from autocracy. 


ly should be remembered that in the 
Schechter Case (295 US 495, 552, 
55 SC & 837) Mr. Justice Cardozo 
(joined by Mr. Justice Stone) said of the 
unconstitutional NRA: “Here in effect 
is a roving commission to inquire into 
evils and upon discovery correct them.” 

The CVA bill, in effect, would grant 
to the corporate CVA a roving commis- 
sion to inquire into and to decide what 
should be done by the Federal govern- 
ment in development, conservation, and 
use of the Pacific Northwest’s natural 
resources. And the bill would grant to 
CVA authority to undertake whatever 
projects and activities CVA determined 
it should undertake for the development, 
conservation, and use of those natural 
resources. 

The bill also would make CVA, in a 
substantial measure, financially inde- 
pendent of Congress. 

Enactment of the CVA bill would 
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amount to “Democracy on the March” 
toward autocracy. And as Mr. Justice 
Brandeis pointed out, the Constitution’s 
distribution of the governmental powers, 
its checks and balances, were intended to 
save the people from autocracy. 


Basic Policy of CVA 


HE CVA bill would have Congress 
declare a broad basic policy that the 
Federal government should exercise its 
constitutional powers to the hilt in full 
and unified conservation, development, 
and use of all of the natural resources 
of the Pacific Northwest. 
Section 2(a) of the CVA bill states: 


It is hereby declared to be the policy 
of the United States that the relevant 
powers and activities of the Federal 
government in the Columbia valley 
region shall be so organized, directed, 
and administered as to assist to the 
greatest possible extent in achieving 
the full and unified conservation, de- 
velopment, and use of the water, land, 
forest, mineral, fish and wildlife, and 
other natural resources of the region, 
for the purpose of fostering and pro- 
tecting commerce among the several 
states, strengthening the national de- 
fense, developing the lands and pre- 
serving the property of the United 
States, and promoting the general 
welfare. 


The rest of the CVA bill should be read 
in the light of the declaration of policy. 
That policy would lend support to the 
broadest possible interpretation of the 
bill’s grants of authority to CVA. 

Note that the powers and activities 
referred to in the declaration of policy 
are the “relevant powers and activities 
of the Federal government.” That phrase 
means more than the statutory powers 
and activities of the Army Engineers, 
Bureau of Reclamation, Bonneville 
Power Administration, and other Federal 
agencies. It means the constitutional 
powers of the United States of America, 
such as the “commerce clause” power 
of Congress. 

In other words, it is the policy of the 
CVA bill that full and unified conserva- 
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tion, development, and use of the Pacific 
Northwest’s natural resources shall be 
achieved to the greatest possible extent 
by the Federal government through 
organization, direction, and administra- 
tion of Federal powers and activities. 
That is the basic policy of the CVA bill. 


General Powers of CVA in the Field 
Of Natural Resources 


MM“ sections of the bill contain 
grants of authority and power to 
CVA. But § 6, entitled “General Pow- 
ers,” is worth particular attention, Sub- 
ject to the policies, conditions, and 
limitations stated in the bill, the CVA 
corporation, by § 6(b), would be “au- 
thorized and directed to construct, op- 
erate, and maintain projects (including 
stand-by facilities), and to carry out 
activities, necessary 


for the promotion of navigation 
(except for channel and harbor im- 
provement work in tidal waters tribu- 
tary to the Pacific Ocean) ; 

for the control and prevention of 
floods ; 

for the conservation and reclamation 
of lands and land resources; 

for the development and conserva- 
tion of forest, mineral, and fish and 
wild-life resources ; 

fer the generation, transmission, 
and disposition of electric energy; 

for the execution of such other re- 
sponsibilities as are vested in the 
administration by or pursuant to this 
act; 

and, in connection with any of the 
foregoing, for the development and 
conservation of recreational resources 
and for the promotion of sanitation 
and pollution control. .. .” 


Further indication of the kinds of 
projects and activities CVA could engage 
in is found in § 6(c). It provides that 
“to the extent found necessary or appro- 
priate” in carrying out its projects for 
conservation, development, and use of 
natural resources, CVA would have the 
authority and power 


(3) to conduct economic, scientific, 
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and technologic investigations and 
studies, to establish and maintain, and 
operate research facilities, and to un- 
dertake experiments and practical 
demonstrations. 


CVA could undertake practical demon- 
strations of the use of any natural re- 
source of the Pacific Northwest. The bill 
does not state how large a plant could be 
and still be a “practical demonstration.” 
Nor does it state how long CVA could 
operate a plant as a “practical demonstra- 
tion.” Presumably a “practical demon- 
stration” plant could be as big, and could 
be operated as long, as the CVA corpora- 
tion “found necessary or appropriate.” 


A experiments and practical demon- 
strations in the development and 
use of the Pacific Northwest’s natural 
resources, CVA could engage in every 
phase of the timber industry, including 
the manufacture of wood products and 
by-products; in every phase of the min- 
ing industry and in manufacturing metal 
products; in every phase of agriculture 
and in the processing of foods; and so 
on down through the list of the natural 
resources. 

CVA could give away the products of 
its practical demonstrations. Section 
6(c)(1) specifically would authorize 
CVA to make donations of its property 
“incident to experimentation, demon- 
strations, or other similar uses.” 

Obviously, with CVA empowered to 
give away the products of CVA’s practi- 
cal demonstrations (operated with tax- 
payers’ money), CVA could be a ruthless 
competitor in any field it entered. 

Another general power, conferred by 
§ 6(d), would authorize CVA to con- 
struct or operate any of its projects or 
conduct any of its activities through or 
in codperation with codperatives, indi- 
viduals, or other agencies, public or 
private. Thus private corporations or 
individuals, or nonprofit codperatives, 
selected by CVA as agents of CVA, 
could undertake CVA’s “practical dem- 
onstrations”—at the taxpayers’ expense. 
The opportunity for favoritism would be 
great, for CVA, in leasing or otherwise 
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disposing of its “practical demonstra- 
tion” plants and other property, would 
be free from the requirements of adver- 
tising for competitive bids. Section 
6(c)(1) would authorize CVA to dis- 
regard the requirements of § 3709 of 
the U. S. Revised Statutes. Certainly, 
CVA would have power to make friends 
and influence people. 


No Home Rule under CVA 


HEN the CVA bill was introduced 

in Congress, it was stated both in 
the House and in the Senate that “the 
bill contains strong home-rule provi- 
sions.” (Congressional Record, April 14, 
1949, page 4758; April 19, 1949, page 
4832.) But examination of the bill shows 
that it does not contain any home-rule 
provision, and that for the Pacific North- 
west it would repeal strong provisions 
of existing Federal laws which give 
affected states an effective voice in the 
planning and authorization of Federal 
water projects. 

The provisions of existing law appear 
in § 1 of the Flood Control Act of 1944; 
and identical provisions have been in- 
corporated in each subsequent flood- 
control act and rivers and harbors act 
passed by the Congress. 

Those provisions govern the investiga- 
tion, recommendation, and authorization 
of projects for navigation, flood-control, 
or reclamation purposes. 

During the course of their investiga- 
tions, the Army Engineers and the 
Bureau of Reclamation are required by 
law to furnish the information developed 
to the states which would be affected by 
the proposed projects. They are required 
by law to give consideration to the plans 
of the states and to report to the Congress 
on the relationship between the state 
plans and proposed Federal projects. 


M™ importantly, a report and rec- 
ommendation to Congress on a 


proposed project cannot be submitted to 
the Congress until it has first been sub- 
mitted to the affected states. Each 
affected state is allowed ninety days for 
submission of its written views. And no 
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matter how critical a state’s views on the 
proposed project may be, the state’s 
written views are required by law to be 
attached to the Army Engineers’ or the 
bureau’s report to the Congress, and to 
be printed as part of the same House or 
Senate document. Thus the Congress re- 
ceives in the same document not only the 
Federal officials’ report but the views of 
the affected states. Finally, as a matter 
of law, if a project proposed by either 
the Army Engineers or the Bureau of 
Reclamation is objected to by an affected 
state, the project cannot be undertaken 
unless specifically authorized by an act 
of Congress. 

Existing law provides an effective pro- 
cedure by which affected states can have 
their views regarding any project pro- 
posed by the Army Engineers or the 
Bureau of Reclamation considered and 
passed upon by the elected members of 
Congress. 

And in those provisions of existing 
law it is specifically provided that the 
Chief of Engineers and the Secretary 
of the Interior, in dealing with a state 
which would be affected by a proposed 
project, shal] deal “with the governor 
of the state or such official or agency of 
the state as the governor may designate.” 

The CVA bill would provide an inef- 
fective substitute for the existing law, in 
§ 5 which is entitled “State and Local 
Participation.” The inconsistent provi- 
sions of existing law would be repealed 
by § 17 of the CVA bill. 


Syren 5 provides that CVA itself 
shall establish local advisory boards 
and councils to achieve § 5’s objective. 
The objective is that CVA, “to the fullest 
practicable extent,” shall seek the advice, 
assistance, and participation of the people 
of the region and their state and local 
governments and organizations, public 
and private, in the formulation and 
execution of CVA programs, Of course, 
CVA would determine “the fullest prac- 
ticable extent.” CVA would not have to 
deal with any state or local government 
if CVA considered that doing so would 
be impracticable. 

Consultation and interchange of views 
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are called for by § 5, but would be 
deemed required only to the “fullest 
practicable extent” as determined by 
CVA. 

None of the requirements of existing 
law is included in the CVA bill. An 
ineffective right would be given to the 
advisory boards and councils which 
would be established by CVA. 

Any advisory board or council estab- 
lished by CVA could “submit for in- 
clusion in the annual report of the 
[CVA] board its comments in summary 
form on those policies of the administra- 
tion [CVA corporation] with which it is 
concerned, and such comments shall be 
included in the annual report.” 

But the annual report would be a re- 
port on post activities; it would not be 
the sort of a report which proposes 
authorization of recommended projects. 
In fact, if the CVA bill were enacted 
CVA would have general authorization 
to undertake whatever projects it deemed 
necessary, and no further congressional 
authorization would be required. 

Furthermore, even the ineffective right 
to make summary comments on CVA 
policy for inclusion in CVA’s annual re- 
ports is given only to the advisory boards 
and councils established by CVA, Even 
that feeble right is not extended to the 
governor or any other official of state 
or local governments. 


CVA and Other Federal Agencies 


VA would take over all projects and 

work in the Pacific Northwest now 
under the jurisdiction of the Bureau of 
Reclamation, the Bonneville Power Ad- 
ministration, and the Army Engineers, 
excepting the channel and harbor work 
of the Army Engineers in tidal waters. 
(Section 8.) 

Other existing Federal agencies, which 
have some jurisdiction and responsibili- 
ties regarding natura] resources, would 
not be swept out of the Pacific North- 
west by the CVA bill. But CVA would 
be authorized to overlap and go beyond 
those other agencies. The National Park 
Service, National Forest Service, Soil 
Conservation Service, Bureau of Mines, 
and Fish and Wildlife Service would 
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continue to operate in the Pacific North- 
west under their present legislative 
authority. But CVA would be authorized 
to undertake whatever projects and 
activities CVA deemed necessary for 
conservation, development, and use of 
the natural resources of the region. 

In planning, in arranging joint proj- 
ects and activities, and in budgeting, 
CVA would have wide but not controlling 
powers in its relations with those other 
agencies. Under § 7, CVA would be 
authorized to prepare unified plans, pro- 
grams, and budgetary statements of the 
Federal programs, projects, and activi- 
ties in the region. But the other Federal 
agencies would not be precluded from 
preparing and urging acceptance of their 
own plans, programs, and budget esti- 
mates. However, CVA with its over- 
lapping and more extensive authority 
probably would occupy a favorable 
competitive position in any conflict and 
rivalry that would develop between CVA 
and the Federal agencies left in the 
Pacific Northwest. 

In the fields of reclamation and power, 
CVA would not merely take the place 
of the Bureau of Reclamation, Army 
Engineers, and Bonneville Power Ad- 
ministration, CVA also would have the 
broad, general powers under § 6 and 
new authorizations granted in special 
sections of the bill. 


Reclamation under CV A 


VA’s reclamation projects would not 

be governed by the general reclama- 

tion laws, except as to repayment by 

water users and disposition of public 

lands, And even as to repayments and 

public lands, the provisions of the general 

reclamation laws would govern only “so 

far as such provisions are consistent with 

this act and are otherwise applicable.” 
(Section 10(b).) 

The general provisions of § 10(c) 
of the CVA bill would be of great 
significance : 

(c) The administration [CVA] 
shall plan and carry out its reclama- 
tion activities consistent with national 
agricultural policies and so as to 
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stabilize the agricultural economy of 
the region, to make more secure the 
tenure of existing settlers on the land 
and protect their ability to make repay- 
ment as provided by law, and to assure 
the highest relative benefits from the 
water and land resources for the region 
as a whole. 


Section 10(f) would give CVA 
authority not now possessed by the Bu- 
reau of Reclamation. In connection with 
reclamation projects CVA could buy 
“and improve lands for disposition to 
persons desiring to settle thereon.” There 
would be no limit on the amount of 
money CVA could spend on improve- 
ments. If CVA thought a $10,000 house 
was about right for a settler desiring to 
settle into farm enterprise under CVA’s 
paternalism—CVA could build such a 
house, and could provide outbuildings, 
fences, etc. 

CVA could be really paternalistic, for 
CVA would not be required to charge 
the settler the full amount invested by 
CVA in buying and improving the land. 
The land and improvements would be 
“disposed of” under contracts which in 
CVA’s judgment would “return” in a 
reasonable period of years the appraised 
value . . . consideration being given in 
such appraisal to the earning capacity of 
the property.” If CVA’s investment in 
land and improvements were $20,000 but 
the earning capacity of the property 
pulled the appraised value down to $15,- 
000, then $15,000 would be the price ; and 
presumably the difference would be 
charged to good will of settlers. That 
sort of authority is new. If a CVA had 
it, settlers in the Missouri valley surely 
would demand no less whether Missouri 
valley reclamation were under an MVA 
or the Bureau of Reclamation. Others 
similarly situated would demand similar 
treatment ; and so on ad infinitum—or as 
long as the taxpayers could stand it. 


Effect of CVA Bill on 
Existing Water Law 
Nn the West, in the last two decades, 
the control and use of river waters for 
irrigation and other consumptive uses, 
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and the control and use of the waters of 
the same rivers for navigation, flood- 
control, and power purposes, have been 
coming closer and closer to a conflict. In 
the same two decades, Supreme Court 
decisions have made it abundantly clear 
that the “commerce clause” power of 
Congress over interstate rivers and their 
tributaries is far-reaching and is para- 
mount in relation to state law. 

In view of that situation, and in view 
of western states’ vital interest in irriga- 
tion and other consumptive uses of wa- 
ter, the Congress in the Flood Control 
Act of 1944 and the Rivers and Harbors 
Act of 1945 provided that 


1(b) The use for navigation, in con- 
nection with the operation and mainte- 
nance of such works herein authorized 
for construction, of waters arising in 
states lying wholly or partly west of 
the ninety-eighth meridian shall be 
only such use as does not conflict with 
any beneficial consumptive use, pres- 
ent or future, in states lying wholly or 
partly west of the ninety-eighth 
meridian, of such waters for domestic, 
municipal, stock water, irrigation, 
mining, or industrial purposes. 


The same restrictive provision has 
been included in each flood-control act 
and rivers and harbors act passed by the 
Congress since 1944, 

In view of the paramount legal char- 
acter of the “commerce clause” power, 
the only effective protection of present 
and future consumptive uses of water in 
the western states was and is restrictive 
limitation in congressional authorization 
of projects authorized in exercise of the 
“commerce clause” power. 


‘be restrictive provision enacted by 
the Congress repeatedly since 1944 
does not appear in the CVA bill. The 
bill does not contain any effective sub- 
stitute for that provision. And the CVA 
bill would repeal the restrictive provision 
in existing congressional authorizations 
of navigation and flood-control projects 
in the Pacific Northwest. Those projects, 
authorized for construction by the Army 
Engineers, would be transferred to 
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CVA; and § 8(a) provides that CVA 
shall complete and administer all trans- 
ferred projects “in accordance with the 
purposes and policies of this act.” 

In various sections of the bill, ges- 
tures are made toward recognizing state 
water law and the prime importance of 
consumptive uses of water. But in 
§ 10(a) it is provided that “nothing in 
this act shall affect any right . . . of the 
Federal government . . . in, to, or from 
any interstate stream or the waters 
thereof.” And § 17(a) would repeal all 
acts or parts of acts in conflict with the 
CVA bill, to the extent of such conflict. 

Construing the bill in its entirety, it is 
clear that the protective provision of ex- 
isting laws would be lost by the Pacific 
Northwest, and that no comparable pro- 
tection is provided in the bill. After en- 
actment of the CVA bill there would be 
no occasion for congressional authoriza- 
tion of new navigation, flood-control, and 
power projects in the Pacific Northwest, 
and so no opportunity for including a 
protective provision in legislative author- 
ization of new projects. The CVA bill 
would authorize CVA to construct and 
operate such new projects as CVA 
deemed necessary; and no further con- 
gressional authorization would be re- 
quired. 


- CVA’s Power Business 


VA in its business of disposing of 

electric energy, under § 9, would 
have greater authority than that pos- 
sessed by Bonneville, the Army Engi- 
neers, and Reclamation. 

CVA could condemn privately owned 
transmission lines and facilities. The 
existing agencies' do not have that 
authority. 

CVA would have authority to require 
in its contracts for sale of energy—even 
in its contracts with public agencies— 
such terms and conditions as CVA 
deemed appropriate, “including provi- 
sions to insure that resale to the ultimate 
consumers shall be at rates and on condi- 
tions which are reasonable and non- 





1Excepting Bonneville Power Administra- 
tion, 16 USCA 832a(c). 
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discriminatory.” Thus, CVA by contract 
could contro] the resale rates charged by 
municipally owned power systems and 
other public agencies such as public 
utility districts. Whether a municipally 
owned system would charge rates high 
enough to produce revenues with which 
to help finance general municipal ex- 
penditures would no longer be a matter 
of local option; it would be CVA’s 
option. If a small city wanted to run its 
power system at a profit and use the 
profit to build a public park or swim- 
ming pool, CVA could say “no.” CVA 
could insist that power rates charged by 
the city be at the lowest possible rates 
to consumers, consistent with operation 
of the city’s power system on a self- 
liquidating basis. Neither Bonneville, 
Reclamation, nor the Army Engineers 
have any such authority to encroach on 
the field of local government. 


VA would have authority to buy (but 

not to condemn) and to operate, 
maintain, extend, and improve privately 
owned electric utility systems or prop- 
erties which are principally in the region. 
CVA would be required to dispose of the 
distribution facilities thus acquired to 
public agencies as speedily as practicable. 
There is no such authority in the existing 
laws governing the Army Engineers, 
Bonneville, and Reclamation. 

By that new authority to buy utility 
systems, CVA would be authorized to 
make a deal of the sort that was attempt- 
ed a few years ago with regard to the 
Puget Sound Power & Light Company’s 
properties in western Washington. 
Puget Sound common stock had been 
selling for $11 a share. The Skagit 
County PUD (public utility district) 
proposed to purchase the Puget Sound 
properties at a price which would have 
paid $18 a share to the holders of the 
Puget Sound common stock. Notwith- 
standing the indicated excess price of $7 
a share involved in the transaction, John 
Nuveen & Company and associates had 
contracted to purchase the revenue bonds 
which the PUD was going to issue in 
order to finance the transaction. It so 
happens that the PUD was held un- 
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authorized to effect the transaction. The 
case is reported in 182 P (2d) 706, State 
ex rel. PUD, etc. v. Wylie. 

In my home town of Spokane it fre- 
quently has been rumored that the Amer- 
ican Power & Light, controlled in the 
East, would like to make a similar deal 
whereby it would sell its Washington 
Water Power properties to PUD’s, to a 
CVA, or to any other public agency 
which could pay substantially more than 
the properties are worth. 


OTE that CVA would be authorized 
to buy, but would be prohibited 
from condemning, the Washington Wa- 
ter Power system. CVA could acquire 
the system only by paying the price 
demanded by American Power & Light. 
The amount in excess of the true value 
of the properties which could and prob- 
ably would be paid can be estimated 
roughly. It is the amount arrived at by 
capitalizing the tax exemptions which 
would be enjoyed by CVA and by the 
public agencies to which CVA would sell 
the distribution properties. The annual 
Federal taxes of the Washington Water 
Power Company exceed a million and a 
half dollars. That annual amount, 
capitalized in accordance with likely 
provisions of revenue bonds to be issued 
by local agencies, indicates that $25 to 
$35,000,000 more than the properties are 
worth could be paid to American Power 
& Light. 

The power consumers would not re- 
ceive the dubious benefit of a rate re- 
duction reflecting the amount of taxes 
from which the new owners of the utility 
system would be exempt. The dubious 
benefit of the tax exemption would be 
capitalized and included in the price paid 
to American Power & Light. 

In the TVA Act, Congress required 
that TVA obtain the approval of the 
Federal Power Commission on contracts 
TVA negotiated for acquisitions of 
power systems (16 USCA 831n-1, n-2, 
n-3). But CVA would not be required 
to obtain such approval of CVA’s pur- 
chases of power systems. 

Also, CVA’s rate schedules would not 
be subject to approval by the Federal 
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Power Commission. Bonneville’s rate 
schedules are subject to such approval 
(16 USCA 532(d) and (e)). 


ig one way CVA’s power business, and 
other activities, would be subject to a 
limited congressional check. But it 
would not hinder CVA if the corpora- 
tion’s directors were as adroit as those 
who drafted the bill. Section 12(c) 
would place a limited limitation on 
CVA’s initiating construction of a major 
water or power project, or undertaking 
a major new type of activity, or initiat- 
ing construction of a major transmission 
line into a new service area. A pre- 
requisite would be inclusion of such proj- 
ect or activity in a budget program ap- 
proved by the Congress. But once CVA 
was into a service area with a minor 
transmission line or with service ren- 
dered over a leased line, § 12(c) would 
not apply to CVA’s following up with a 
major transmission line. Similarly, the 
major water or power projects and 
major new types of activities, which 
CVA would be authorized to undertake, 
could be initiated in modest manner. For 
example, a major new type of activity, 
such as use of forest resources, could be 
undertaken initially as merely some 
minor research or experimental work 
which would not gain much attention on 
a budget program and would gain ap- 
proval. Expansion of the activity into 
“practical demonstration” plants manu- 
facturing wood products—that could 
come later, and would be beyond the 
reach of § 12(c). That section in all 
probability would not curb the substan- 
tial independence CVA would have in its 
power business and other activities. 


Funds for CVA 


VA would have its own CVA fund 

in the Treasury of the United 
States. And § 12(c) of the bill would 
require the Secretary of the Treasury to 
advance money to CVA from the CVA 
fund upon CVA’s request. CVA would 
be authorized to request or draw on the 
fund in such amounts as CVA deemed 
necessary (1) to meet construction costs 
of any project or facility which upon 
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completion would produce revenue, and 
(2) to meet operating costs in connection 
with any activity “predominantly of a 
revenue-producing nature.” 


The CVA fund would be made up of 
such moneys as CVA would pay into it 
from CVA’s revenues, moneys trans- 
ferred to CVA along with the projects 
of Bonneville, Reclamation, and the 
Army Engineers, and such moneys as 
Congress would appropriate to the fund. 
CVA could pay many millions a year 
into its own fund, for its power revenues 
from the Grand Coulee and Bonneville 
power plants alone would be about $25,- 
000,000 a year. And other Reclamation 
and Army Engineer projects in the Pa- 
cific Northwest that are now under con- 
struction or already authorized would in- 
crease the power revenues of CVA to 
about $60,000,000 a year. And addi- 
tional projects which already have been 
recommended by the Army Engineers 
and Reclamation for completion by 
about 1965 would increase CVA’s power 
revenues to over $100,000,000 a year. 


However, the CVA bill would not re- 


quire that CVA pay all of its revenues 
into the CVA fund in the Treasury, even 
through CVA without congressional ap- 
propriation could draw on the fund. 


ECTION 12(h) provides that each year 
CVA’s receipts from its revenue- 
producing projects could be used for pay- 
ment of costs incurred in constructing or 
operating revenue-producing projects. 
The same § 12(h) also provides that 
CVA could hold out of its receipts what- 
ever amount CVA determined it needed 
for “working capital.” (The phrase 
“working capital” is not defined in the 
bill, and it could be construed as includ- 
ing working capital required for CVA's 
activities that were not predominantly of 
a revenue-producing nature.) The bal- 
ance, if any, of the annual receipts would 
be paid by CVA into its CVA fund. 
Thus, CVA would be authorized to 
spend its income, without appropriation 
by the Congress. And as time marched 


on, and CVA put more and more rev- 
enue-producing projects into operation, 
the extent of CVA’s independent finan- 
cial means would grow and grow. 

Most of the CVA salesmen do not pub- 
licly stress the above-mentioned provi- 
sions of §§ 12(e) and 12(h). They do 
stress the provision of § 12(b), that 
CVA’s transactions and operations would 
be subject to the control provided in the 
Government Corporation Control Act. 
That act applies generally to wholly 
owned government corporations; and 
CVA would be one. And § 104 of that 
act does provide that annually upon con- 
sideration of the corporations’ annual 
budget programs, the Congress may pass 
legislation limiting the use of corporate 
funds or other financial resources. But 
the following sentence of the same sec- 
tion provides further that: “The provi- 
sions of this section shall not be con- 
strued as preventing government cor- 
porations from carrying out and financ- 
ing their activities as authorized by exist- 
ing law ...” The CVA bill would au- 
thorize CVA, in large measure, to finance 
its projects and activities from its reve- 
nues and from its fund in the Treasury, 
without appropriations by the Congress. 


Conclusion 


HAVE analyzed and commented on 

many but not all provisions of the 
CVA bill about which we should be 
concerned. The concisely worded bill is 
itself much longer than this paper. 

But I believe I have described enough 
of the bill to show that it would have the 
Federal government engage to the great- 
est possible extent in the development, 
conservation, and use of the Pacific 
Northwest’s natural resources; and that 
it would concentrate the relevant powers 
of the Federal government in the hands 
of a corporate bureaucracy which, in 
great measure, would be independent of 
the checks and balances adopted in 1787 
to save the people from autocracy. 

The CVA bill’s proposals are con- 
trary to basic doctrines of government. 


For Titles and Index to Public Utilities Reports, preprints, see, ante, page 744. 
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NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re New Jersey Bell Telephone Company 


j 


Docket No. 4508 
September 8, 1949 


PPLICATION by telephone company for approval of the issu- 
A ance of common stock; denied. 


Security issues, § 44 — Meaning of “purpose” — Price — Interest — Dividend 
— Type. 

1. The statutory provision that the Board shall approve the issuance of 
securities made in accordance with law and where the purpose thereof is 
approved is not to be construed as meaning merely that the Board must 
assure itself that the company has sufficient capitalizable assets to support 
a new issue of securities and that the matter of determining the type of 
securities to be issued is solely for the management ; but the word “purpose” 
is a spacious term to be construed broadly, and, therefore, such matters 
as selling price, interest or dividend rates, type of security, effect on the 
utility and its consumers, and any effect reasonably related to the issuance 
of securities must be weighed before approval is given to a proposed issue, 
p. 98. 


Security issues, § 95 — Type of security — Common stock or bonds. 
2. The fact that a capital structure composed wholly of common stock is 
more flexible than one wherein debt is included, because common stock 
does not create a fixed and definite charge against earnings, is not the only 
factor to be considered where approval of a common stock issue is sought, 
p. 98. 


Security issues, § 95 — Kinds — Stock or bonds — Tax effect. 
3. The tax effect, under Federal statutes, of issuing securities is of im- 
portance in reaching a decision as to whether stocks or bonds should be 
issued, since a saving in taxes directly affects the earnings of the company 
and the burden that its customers have to bear in rates for service, p. 98. 


Security issues, § 95 — Stock or bonds — Financing of system companies. 

4. Approval of an issue of common stock, without bonds, by a telephone 
company should not be granted on the ground that the affairs of this 
company cannot be considered separately from those of other companies in 
a telephone system, including the parent company; the Commission’s con- 
cern is with the regulation of a utility in the state serving customers in the 
state, and the Commission should not penalize the local company and in- 
directly the customers it serves because other companies in the system are 
perhaps not as financially sound or as conservatively capitalized, p. 98. 


Security issues, § 99 — Type of security — Debt ratio — Common stock or bonds. 


5. Approval of an issue of common stock by a telephone company having 
a debt ratio of only 21 per cent was denied where the issuance of bonds 
for the proposed financing would result in a conservative debt ratio of only 
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36.1 per cent, a bond issue would result in tax savings, and there would be 
a reduction in cost of money, p. 98. 


APPEARANCES: Thomas Glynn 
Walker, for New Jersey Bell Tele- 
phone Company; Frank H. Sommer 
and Daniel deBrier, Deputy Attorneys 
General, for the Board of Public Util- 
ity Commissioners. 


By the Commission: New Jersey 
Bell Telephone Company (New Jersey 
Bell), a public utility of New Jer- 
sey, filed an application dated May 10, 
1949, requesting approval of this 
Board of the issuance of 400,000 
shares of $100 par value common 
capital stock with a total par value of 
$40,000,000. New Jersey Bell pro- 
poses to sell the entire issue to its par- 
ent American Telephone and Tele- 
graph Company (A. T. & T.) ata 
price equal to the par value thereof. 
It is intended that the proceeds 
from said sale will be applied as 
follows : 

(a) $38,000,000 to the payment of 
certain loans bearing an annual inter- 
est rate of 23 per cent made by A. T. 
& T. to New Jersey Bell in aid of the 
latter company’s construction expendi- 
tures during 1948 and 1949, and 

(b) $2,000,000 to reimburse New 
Jersey Bell’s treasury for funds ob- 
tained from that source and expended 
for construction. 

[1] This Board is charged (Re- 
vised Statute 48:3-9) with the duty 
of giving or withholding its approval 
of all securities, with a life of more 
than one year, proposed to be issued 
by a utility subject to its jurisdiction. 
In the discharge of such duty the Board 
is required to approve any such issue 
that is to be made in accordance with 
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law and where the ~urpose thereof is 
approved. 

Counsel for New Jersey Bell has 
argued that the word “purpose” as 
used in the statute should be construed 
as meaning merely that the Board 
must assure itself that the issuing com- 
pany has sufficient capitalizable assets 
to support a new issue of securities, 
and that the matter of determining the 
type of securities to be issued is solely 
for the management. We cannot 
accede to this narrow interpretation. 
We have uniformly held, which view 
has been upheld by our courts, that 
the word “purpose”. is a “spacious 
term” and is to be construed broadly, 
and therefore such matters as selling 
price, interest or dividend rates, type 
of security, effect on the utility and 
its consumers, and in fact any effect 
reasonably related to the issuance of 
securities must be weighed before ap- 
proval is given to a proposed issue. 
If applicant’s construction is adopted, 
it would be within the uncontrolled 
power of management to have a util- 
ity’s capital structure consist wholly, 
with the exception of $2,000 minimum 
organization stock, of debt capital. It 
requires no extended argument to es- 
tablish that such a course would not be 
in the public interest. 

[2-5] We are satisfied with all of 
the purposes of the present applica- 
tion save one. It is our judgment that 
the type of security proposed to be is- 
sued, namely, all common stock, is not 
to the best interests of New Jersey 
Bell, and is contrary to the public in- 
terest. 

The reasons given by applicant’s 
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witnesses in support of its plan to issue 
common stock rather than some other 
type of security seem to fall into two 
main catagories : 

1. That the closer total capitaliza- 
tion comes to being represented entire- 
ly by equity securities the stronger the 
financial position of that company will 
be (a) in the event of a future reces- 
sion, or (b) if future money require- 
ments must be raised by an issue of 
debt, and thus its consumers are bene- 
fited in that they are served by a 
financially strong utility. The position 
of the applicant appears in the col- 
loquy between the president of the 
Board and a witness on behalf of the 
applicant. 

Commissioner Boswell: Does it 
(the applicant) take the attitude that 
debt is undesirable? Was that the 
reason for bringing in this applica- 
tion? 

Witness: Yes, we take the general 
attitude that debt is undesirable as 
far as the company is concerned. 


Commissioner Boswell: In its en- 
tirety? 
Witness: That’s right, as far as 


New Jersey Bell is concerned. 

2. That the financial affairs of New 
Jersey Bell cannot be considered sepa- 
rately from those of the other com- 
panies in the Bell System, including 
A. T. & T., and that an issuance of 
debt securities would adversely affect 
the ability of A. T. & T. to raise funds 
which in turn would adversely affect 
the other companies in the Bell 


System including New Jersey Bell. 

As to the first reason we appreciate 
that a capital structure composed 
wholly of common stock is more flexi- 
ble than one wherein debt is included, 
but only because common stock does 
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not create a fixed and definite charge 
against earnings. However, this is 
not the only factor to be considered 
where approval by us of the “purpose” 
of a security issue is sought. 

Let us examine the capital structure 
which would result if the request of 
New Jersey Bell were granted. After 
issuance of common stock the capital- 
ization would be: 


Security Amount Per Cent 
34% Debenture Bonds $55,000,000 21.0 
Common Stock ...... $200,000,000 76.3 
WEEE hovccvesacne 7,200,000 2.7 

Total Common Stock 
and Surplus ... $207,200,000 79.0 
Total Capitalization $262,200,000 100.0 


1 Estimated at June 30, 1949 


Thus New Jersey Bell would have an 
issuance of debt, equal to 21.0 per cent 
of its total capitalization, which re- 
quires $1,718,750 for interest pay- 
ments each year. 

However, suppose New Jersey Bell 
should undertake the present financing 
by an issue of debt securities rather 
than by an issue of equity securities. 
Its capitalization then would be: 


Security Amount Per Cent 
PE ss wks cdatiwrese $95,000,000 36.1 
Common Stock ...... $160,000,000 61.0 
a errr ,200, 2.9 

Total Common Stock 
and Surplus ... $167,200,000 63.9 
Total Capitalization $262,200,000 100.0 


1 Estimated at June 30, 1949 


The percentage of debt to total 
capitalization resulting from an issu- 
ance of bonds rather than stock would, 
in our opinion, be very conservative. 
In fact New Jersey Bell would still 
be the most conservatively capitalized 
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of the larger utilities operating in New 
Jersey. 

If the new debt could be issued with 
the same coupon rate as carried by 
the outstanding debentures, the an- 
nual interest requirements would be 
$2,968,750. The year in which New 
Jersey Bell experienced the least 
amount of Income Available for Fixed 
Charges during the last ten years (dis- 
counting 1947 when an unusual pro- 
longed strike affected the entire year’s 
earnings ) was in 1942 when it amount- 
ed to some $6,000,000. Even this 
amount would cover the increased in- 
terest requirements more than two 
times. It therefore appears that such 
increase in debt capital would not 
carry a threat to the financial integrity 
of the applicant. 

The tax effect, under the Federal 
statutes, of issuing securities is of im- 
portance in reaching our decision. A 


saving in taxes directly affects the 
earnings of New Jersey Bell and the 
burden that its customers have to bear 


in rates for service. This is true be- 
cause taxes are regarded as an allow- 
able operating expense in fixing rates. 


New Jersey Bell does not enjoy any 
tax exemption by reason of the com- 
mon stock dividends it pays to its par- 
ent company whereas A. T. & T. can 
and does, under present tax regula- 
tions, deduct 85 per cent of its dividend 
income, which includes that received 
from New Jersey Bell. Should New 
Jersey Bell issue bonds, however, the 
annual interest requirements thereon 
becomes an allowable deduction in 
computing its taxable income which, in 
this case, would materially reduce op- 
erating expenses and thus increase 
operating income. The yearly income 
tax saving would amount to about 
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$450,000 per year. There are no 
present indications that the Federal in- 
come tax policy will be changed in the 
near future particularly as it relates to 
corporations. 

In addition to the income tax saving 
there would be a reduction in cost of 
money to New Jersey Bell if debt 
rather than equity securities were is- 
sued. Even though the common stock 
proposed to be issued will carry no 
obligation to pay a fixed annual divi- 
dend, yet the absence of such an obli- 
gation does not mean that the money 
obtained from the sale of the stock 
does not have a cost. Since all of the 
common stock is held by A. T. & T. 
and market value therefore cannot be 
ascertained, the cost of common stock 
money may for purposes of this ap- 
plication be taken as equal to the cur- 
rent dividend rate which, for New 
Jersey Bell, is 5 per cent. The record 
does not disclose any plan to reduce 
this rate in the foreseeable future. 

If the cost of money for common 
stock therefore is 5 per cent and if 
bonds could be sold at a cost to New 
Jersey Bell of 34 per cent (the cost 
to New Jersey Bell on the issuance of 
34 per cent debenture bonds due 1988 
issued in 1948 was only 3.013 per 
cent) it follows that the issuance of 
debt rather than equity would repre- 
sent an annual saving of 1} per cent in 
cost of money, which in dollars would 
amount to $750,000 each year. 

It may be noted that the first reason 
assigned by applicant in support of its 
application if sound, implicitly involves 
reasonable criticism of the capital struc- 
ture of A. T. & T. and of some of the 
companies in the System. It appears 
from testimony introduced by appli- 
cant that “over the last quarter of a 
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century the debt ratio of the Bell Sys- 
tem has averaged about 334 per cent” ; 
that the Bell System debt ratio now is 
over 50 per cent; and “that all told 
about three quarters of the capital of 
the Bell System has been supplied 
through the purchase by investors of 
common stock and debt obligations of 
the American Company, the other 
quarter of the capital representing 
proceeds from the sale of operating 
company debt obligations to in- 
vestors.” 

We are not persuaded by the sec- 
ond reason given in support of the 
stock issue; viz., that New Jersey Bell 
financing cannot be considered sepa- 
rately from the financing of other com- 
panies in the Bell System, including 
the parent company. Our concern is 
with the regulation of a utility of this 
state serving customers in this state. 
We see no reason for penalizing New 


Jersey Bell, and indirectly the custom- 
ers it serves, because other companies 
in the Bell System are perhaps not as 
financially sound nor as conservatively 


capitalized. It is not our intention to 
imply that we are not interested in the 
finances of the Bell System as a whole, 
but we feel that the financial strength 
of the System can be maintained with- 
out adversely affecting New Jersey 
Bell and its customers as we believe 


would be the result of approval of the 
present application. 

The presently outstanding deben- 
tures of New Jersey Bell enjoy a high- 
er rating by Moody’s Investors Serv- 
ice than those of A. T. & T. It ap- 
pears to be the present policy of 
A. T. & T. to issue its deben- 
tures in order to obtain funds to 
advance to its operating units and 
then accept common stock in pay- 
ment of the advances. We appreciate 
that there may always be reasonable 
difference of opinion in a given case 
as to the exact relation that debt capital 
should properly bear to equity capital 
and that the judgment of management 
is in such case, though not wholly con- 
trolling, entitled to weight. Here, 
however, the position of applicant is 
that capitalization should be exclusive- 
ly effected through common stock and 
that it “reluctantly” accepted a prior 
order of the Board as to issuance of 
debt obligations. 

For the reasons given above, the ap- 
plication should be and is hereby de- 
nied. 

The applicant may, if it desires, 
present any other plan for capitaliza- 
tion to the Board for approval through 
amendment of its application herein 
and without instituting a new proceed- 


ing. 
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Re Cascade Town Company 


I. & S. Docket No. 290, Decision No. 33470 
September 27, 1949 


NVESTIGATION of proposed increases in water rates; disap- 
proved and new rates established. 


Valuation, § 211 — Overbuilt lines — Determination of excess — Capitalization 
of earnings. 
1. The full value of an overbuilt water line, constructed solely for serving 
the estate and home of the water company’s president, should not be included 
in the rate base, but the usable value should be determined by capitalizing 
earnings from the line, p. 104. 


Valuation, § 213 — Extensions in advance of need. 
2. A water company which builds a pipe line of larger size than that re- 
quired for immediate use of its existing customers, on the assumption that 
expansion in the near future will require a larger pipe, should not include 
in the rate base the difference in the size of pipe necessary to serve present 
customers and the expected load growth in the future, p. 104. 


Depreciation, § 13 — Basis — Property held for future use. 
3. A water company is allowed to take depreciation on overbuilt lines even 
though part of the value of the lines is excluded from the rate base as prop- 
erty held for future use, since the company is required to maintain and 
replace the pipe lines when necessary, p. 104. 


Valuation, § 210 — Standby facilities. 
4. Only 10 per cent of the value of a dam and settler and watershed land 
should be included in the rate base of a water company obtaining its supply 
from a municipality and using these facilities only 10 per cent of the time 
as a standby service, p. 106. 


Valuation, § 230 — Nonutility property — Bridge and water park improvements. 
5. A water company owning a bridge and water park improvements, only 
25 per cent of which is used and useful in the company’s operations, this 
percentage representing the value of the bridge which supports a pipe line 
as it crosses a stream, should include only 25 per cent of the total cost of 
the bridge and water park improvements in the rate base, p. 107. 


Valuation, § 225 — Equipment to be installed. 


6. Approximately the cost of a pump purchased by a water company to 
take care of low pressure on the system but which has not yet been installed 
should be included in the rate base in the absence of a figure as to the 
cost of installation, p. 107. 


Valuation, § 119 — Cost of surveys. 


7. An amount expended by a water company for necessary surveys of its 
system was included in its entirety in the rate base, p. 108. 
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Valuation, § 391 — Water rights — Purchase price. 
8. The purchase price of a water company’s water rights was included in 
the rate base as being fair and equitable, p. 108. 

Service, § 480 — Water utility — Purity of water. 
9. The obligation of a water ernie to provide pure water is paramount, 


and, when necessary, a chlorinator s 


p. 108. 


ould be installed as soon as possible, 


Valuation, § 225 — Property to be installed. 
10. A chlorinator required by the Commission to be installed as soon as 
possible should be included in the rate base of a water company, p. 108. 
Valuation, § 293 — Working capital — Advance payment. 
11. No allowance should be made for working capital when water rates 
are due and payable yearly in advance, p. 109. 


Valuation, § 330 — Going concern value — Water utility connected with real estate 


enterprise. 


12. No allowance should be made for going concern value in determining 
the rate base of a water company which is a joint operation of another com- 
pany and was started as an aid to sales of real estate and not as an inde- 


pendent enterprise, p. 109. 
Return, § 115 — Water company. 


13. A rate of return of approximately 5 per cent for a water company was 
held to be fair and reasonable, especially in view of the fact that the com- 
pany had no outstanding stocks or bonds on which it must pay a return suf- 
ficient to interest outside capital, but was principally an adjunct to a com- 
pany engaged in the real estate business, p. 109. 


APPEARANCES: Ben S. Wendelkin, 
Colorado Springs, for protestants; 
Elwood M. Haynie, Colorado Springs, 
for The Cascade Town Company ; Paul 
M. Hupp, Denver, for the Commis- 
sion’s Staff. 


By the Commission: On December 
2, 1948, The Cascade Town Company, 
by Frank J. Cusack, president, filed a 
proposed rate schedule for water serv- 
ice, to become effective on May 1, 
1949, said proposed rate schedule be- 
ing an increase in all classes of service. 

The company, in compliance with 
the Commission’s General Order No. 
33, notified its customers that it had 
filed the proposed rate increase with 
this Commission, and subsequently ap- 
proximately 45 per cent of such cus- 
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tomers of the water company made 
complaint to the Commission protest- 
ing the increase in rates, and approxi- 
mately 25 per cent of said customers 
also protested in regard to the type 
of service rendered by the water com- 
pany. 

Upon receipt of the above-mentioned 
protests, the Commission suspended 
the proposed rate schedule for a peri- 
od of 120 days as provided by law, 
or from May 1, 1949, until August 28, 
1949. The Commission further sus- 
pended the proposed rate increase for 
an additional 120 days from August 
28, 1949, or until December 27, 1949, 
unless otherwise ordered. 

The matter, after due notice to all 
interested parties, was set down for 
hearing before the Commission on 
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Friday, August 26, 1949, at 10 a.m., 
in the council chamber of the city hall 
in Colorado Springs, Colorado. The 
hearing was held on said date and the 
matter taken under advisement by the 
Commission. 

The Cascade Town Company is pri- 
marily in the real estate business, but 
it owns and operates a water utility 
located at Cascade in El Paso county, 
Colorado, in conjunction with said real 
estate business. Cascade is a summer 
tourist resort lying at the foot of 
Pikes Peak, approximately 10 miles 
west of Colorado Springs, Colorado. 
The water to supply the system is ob- 
tained from Cascade creek, by virtue 
of water rights in said creek owned by 
The Cascade Town Company. 

Mr. Frank J. Cusack, president of 
The Cascade Town Company, testified 
at some length at the hearing regard- 


ing the original cost and the operation 
of the water company. 


Customers were represented by 
counsel, and in addition several testi- 
fied on their own behalf. The con- 
sensus of protestants’ testimony was 
to the effect that they would not ob- 
ject to a rate increase necessary for 
a fair return on the used and useful 
property of the company if the low 
pressure and the muddy water condi- 
tions were corrected. 


Mr. Cusack introduced Exhibit No. 
1, “Pipe-line Depreciation Schedule,” 
showing the year that the various 
mains were installed, the cost of in- 
stallation, and the rate of depreciation 
on said mains. The net value, after 
subtracting the depreciation, is also 
shown in this exhibit. The values 
shown on the exhibit are based as 
nearly as could be determined on the 
estimated original cost installed. 
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On the basis of Mr. Cusack’s testi- 
mony, and that of Mr. J. S. Schwartz, 
a pipe-line contractor who testified re- 
garding some pipe he installed for the 
company and in regard to other val- 
ues, and on the basis of investigations 
made by the Commission’s staff and 
its experience in other rate cases, the 
Commission concludes that the orig- 
inal costs of pipe as shown on Exhibit 
No. 1 are fair and substantially cor- 
rect. The total installed cost as shown 
on the exhibit is $32,394.82. This in- 
cludes all the pipe installed to the date 
of hearing. 

[1-3] On this exhibit is an item 
of 1,370 feet of 6-inch cast iron pipe, 
valued at $4,795, listed as serving 
Marigreen Pines, the name of the es- 
tate and home of the Cusack family. 
Even if a 6-inch pipe were required for 
the estate, the company’s billings show 
that the annual revenue from the es- 
tate is not sufficient to warrant includ- 
ing the full value of this line in the 
rate base, when it was constructed sole- 
ly for the purpose of serving the fam- 
ily. Realizing this, the company pro- 
posed to include in its rate base the 
amount of $3,699 for this extension, 
the estimated cost of a 3-inch line to 
the estate. For accounting purposes, 
this was accomplished on the exhibit 
by listing the full value, $4,795, and 
subtracting a credit (shown in red) 
of $1,096. The Commission’s staff 
has approached the matter on the basis 
of revenue from the line, and has found 
a value by capitalizing earnings, a 
method which we believe is proper as 
to this particular line. The company’s 
proposed rate schedule would result in 
annual gross revenue from Marigreen 
Pines in the amount of $251. (For 
easy calculation an amount of $250 
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has been used by the staff.) The com- 
pany estimates that one-half of its total 
revenue under the proposed new rate 
will be required for operating expenses, 
which results in an operating ratio of 
50 per cent. Applying this ratio to 
the estimated revenue from Marigreen 
Pines, $125 will go for expenses, and 


$125 will be the net operating income, 
which is the figure to be used in the 
capitalization of earnings method. 

Using the 5 per cent rate of return 
allowed later in this order, the $125 
net operating income from Marigreen 
Pines would be capitalized at $2,500. 
The formula is as follows: 


Net Return (i.e., Net Operating Income) = Capitalized Net Earnings 





Rate of Return 


Inserting the figures, the formula 
reads as follows: 
$125.00 = $2,500.00 
0S 


Using $2,500 as the amount to be 
included in the rate base for the Mari- 
green Pines extension instead of the 
$3,699 proposed by the company, the 
credit of $1,096 should be increased to 
$2,295 for the purpose of bringing the 
company’s books into conformance 
with this order. 


Line extension policies are usually 
based on one of two methods—either 
a guaranteed revenue basis or a con- 
tribution in aid of construction basis. 
On a guaranteed revenue basis, the 
customer guaranties an annual income 
to justify the company in making the 


extension. If this guaranteed revenue 
is not met by the customer, then the 
company is not obligated to render the 
service on this basis. The contribu- 
tion in aid of construction method re- 
quires that the customer pay in advance 
the full cost of the construction less 
the free extension allowed by the com- 
pany in its line extension policy on file 
with the Commission, the company to 
own and maintain the line and to re- 
ceive depreciation on said line but to 
set the full amount of the contribution 
on its books in the account, “Contribu- 
tions in Aid of Construction.” The 
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(i.e., Value of Property) 


account “Contributions in Aid of Con- 
struction” is not a part of the rate 
base since the customer has contribut- 
ed this amount. The utility has the 
option at its discretion to build a pipe 
line of larger size than that required 
for immediate use of its existing cus- 
tomers if, in its opinion, expansion in 
the near future will require a larger 
pipe. However, the difference in the 
size of pipe necessary to serve its pres- 
ent customers and the expected load 
growth in the future should not be 
placed in a rate base to penalize the 
presently existing customers. One 
method of handling such a situation 
would be to include in the rate base 
the amount of investment necessary 
to extend a line of sufficient capacity 
to serve the present customers and to 
place in an account, “Property Held 
for Future Use,” that amount of the 
investment over and above that nec- 
essary to render immediate service. 
In the instant matter, it is felt that 
a fair and equitable manner for han- 
dling the service to Marigreen Pines 
would be to allow an amount of $2,500 
for said service, since that is approxi- 
mately what the proposed income 
would justify, and to place in the ac- 
count “Property Held for Future 
Use,” $2,295, being the difference in 
the cost of the pipe actually installed 
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in 1925, in the amount of $4,795, as 
shown in Exhibit No. 1, and the afore- 
mentioned $2,500. 

The company has allowed a credit 
as shown on Exhibit No. 1, of $1,096 
for Capital Adjustment on the Mari- 
green Pines extension, and further re- 
duction of $252.08 in the Reserve for 
Depreciation. The Commission is 
substituting therefor a deduction from 
Capital of $2,295, as stated in the fore- 
going paragraph, but no reduction is 
made to the Reserve for Depreciation, 
as the company is allowed to take de- 
preciation on items held for future use 
since they are required to maintain and 
replace the pipe line when necessary. 
These corrections will be seen more 
easily by reference to the tabulations 
set out later in this statement. 

Testimony disclosed that the 700 
feet of 2-inch galvanized iron pipe to 
serve the Falicon residence at an in- 
stalled cost of $1,911.27 was construct- 
ed by the company for the use of that 
customer only, and that the revenue 
from the line was $11 a year. How- 
ever, subsequent to the initial installa- 
tion, two more customers were added 
to this line. It is noted that in the 
new rate schedule, proposed by the 
company, Mrs. Falicon will be required 
to pay $33 per year. Assuming that 
the other two customers would have 
a bill of approximately the same 
amount, a correction similar to the 
Marigreen Pines extension would be as 
follows: Annual revenue from three 
customers, $100; using a 50 per cent 
operating ratio and a 5 per cent re- 
turn, the revenue from this line would 
result in a figure of $1,000 as its allow- 
able value under the capitalization of 
earnings method. Since the total cost 
of the Falicon extension was $1,911.- 
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27, an amount of $911.27 should be 
placed in the account “Property Held 
for Future Use.” Here again the full 
value of depreciation should be allowed 
on $1,911.27, since the company will 
be required to maintain and replace 
this main. No further correction is 
necessary for the depreciation reserve 
shown on Exhibit No. 1. The $911.27 
should be subtracted from the original 
installed cost of this line, as this 
amount is no longer a part of the rate 
base and should be transferred to the 
account “Property Held for Future 
Use.” 

The foregoing corrections in tabular 
form would appear as follows: [Table 
omitted. ] 

As a result of these corrections, the 
company’s distribution mains will be 
included in the rate base as having a 
gross value of $30,284.55, and the Re- 
serve for Depreciation on the distribu- 
tion main will be $10,520.29, as re- 
flected in the pro forma balance sheet 
and the tabulated rate base appearing 
later in this statement. 

[4] Exhibit No. 5, as introduced at 
the hearing, is a copy of an agreement 
suggesting a compromise settlement of 
disputed matters between the Cascade 
Town Company, the Cusack family, 
and the city of Colorado Springs. This 
exhibit, which Mr. Cusack stated re- 
flects the manner in which the matter 
was finally settled, states that the city 
of Colorado Springs will furnish to the 
Cascade Town Company .4 second feet 
of water in its pipe line on a reason- 
ably permanent basis as a part of the 
settlement. As a result of this agree- 
ment, the Cascade Town Company has, 
since 1935, been receiving water from 
Colorado Springs directly into its 
mains. However, there are times, due 
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to necessary repairs on the intercon- 
necting pipe line between the city of 
Colorado Springs and the Cascade 
Town Company, when this water is 
not available to the Cascade Town 
Company. As a standby service, the 
Cascade Town Company uses its di- 
rect flow rights from Cascade creek, 
together with its dam and settler, to 
furnish water to its customers. As tes- 
tified to at the hearing, this standby 
service is required approximately 10 
per cent of the time. 

Mr. Cusack further testified that 
the water company held 210 acres of 
land in its watershed to keep trespas- 
sers out and thereby protect the pur- 
ity of its water supply. The 210 acres 
of land is listed in the Second Amend- 
ed Annual Report, filed by the com- 
pany with the Commission, as being 
valued at $12,600, and this value was 
established at the hearing. 


Inasmuch as this standby service is 
used only 10 per cent of the time, only 
10 per cent of the value of the dam and 
settler and the watershed land should 


be included in the rate base. The re- 
maining 90 per cent of the value of 
these items should be transferred to 
the account “Property Held for Fu- 
ture Use.” The cost of the dam and 
settler was established at the hearing 
to be $2,920.19, and therefore only 
$292.02 should be included in the rate 
base, while the difference, in the 
amount of $2,628.17, should be placed 
in the account “Property Held for Fu- 
ture Use.” 

[5] Treating the real estate in the 
same manner, $1,260 should be in- 
cluded in the rate base and the remain- 
ing $11,340 should likewise be trans- 
ferred to the account “Property Held 
for Future Use.” The same Amended 
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No. 2 Annual Report shows in the ac- 
count “Buildings, Fixtures, and Struc- 
tures,” an amount of $7,017.41, con- 
sisting of bridge and water park 
improvements in the amount of $4,- 
097.22, and also the dam and settler 
discussed above in the amount of $2,- 
920.19. Under cross-examination, 
Mr. Cusack stated that of the bridge 
and water park improvements (the 
item of $4,097.22), only 25 per cent 
was used and useful in the water com- 
pany’s operation. This 25 per cent 
(being $1,024.30) represents the value 
of the bridge which supports the pipe 
line as it crosses a stream, but the 
water park improvements have no 
place in the rate base. Therefore, only 
25 per cent of the total cost of the 
bridge and water park improvements 
should be included in the rate base, 
while the balance of $3,072.92 should 
be removed completely from the water 
company’s books as not being a part 
of said water company. 

The value of the dam and settler 
and the pipe bridge are shown in the 
tabulated rate base as one item, “Build- 
ings, Fixtures, and Structures,” in the 
total amount of $1,316.32. 


[6] In the same annual report, pump 
station equipment is listed at a value 
of $473.36. Mr. Cusack stated that 
the pump had been purchased to take 
care of the low pressure on the sys- 
tem, but that it had not yet been in- 
stalled as he had been waiting for ad- 
ditional equipment. In view of the 
numerous complaints received at the 
hearing on the low pressure in certain 
areas of the water system, this pump is 
essential and should be installed as 
soon as possible. There is no figure 
given as to the cost of installation of 
said pump, but for the purpose of cal- 
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culating the rate base, the amount of 
$500 will be added to the cost of the 
pump, it being understood that when 
this pump is installed, the actual cost 
of installation will be reflected on the 
books. 

[7,8] Testimony at the hearing, 
supported by the company’s annual 
report, showed that the company had 
expended the sum of $1,328.06 for nec- 
essary surveys of the system, and this 
amount is included in its entirety in the 
rate base. The purchase price of the 
company’s water rights was shown to 
be $6,833.33, and this figure also is 
included in the rate base as being fair 
and equitable for said water rights. 


It is noted on the Amended No. 2 
Annual Report that the depreciation 
reserve reflects only the depreciation 
taken on distribution mains. Appar- 
ently, the company has neglected to 
take depreciation on other items of 
property upon which depreciation is 
allowable. The following tabulation 
reflects the proper depreciation sched- 
ule on the company’s property as of 
December 31, 1948: (N. B. AIl- 
though depreciation expense is allow- 
able on the full value of that portion 
of the property which is held for fu- 
ture use, such property is not included 
in computing a rate base.) 


Depreciation Schedules Plant Accounts 


Year 
Installed 


Various 
1925 


Item 
Distribution Mains 
Pipe Bridge 
Dam and Settler eee 
Reservoir, Canyon, and Pipe-line Survey... 


Amount 


2,920.19 
1,328.06 


Depreciation 
$10,520.29 
235.59 
671.64 
305.45 


1925 
1925 





$35,557.10 


[9,10] Mr. Cusack also stated in 
his testimony that the water company 
had considered the installation of a 
chlorinator, at an estimated installed 
cost of $2,500. A chlorinator should 
be installed as soon as possible, since 
it was very evident from samples of 
water produced at the hearing that fur- 
ther operation without protection for 
the water customers would be at a 
considerable risk. The obligation of 
a water company to provide pure wa- 
ter is paramount. Here, during the 
summer months, there are many people 
in the watershed area, and, consequent- 
ly, the amount of contaminating ele- 
ments which get into the system must 
be guarded against in order that the 
health of the company’s customers can 
be safe-guarded. Later in this order it 
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$11,732.97 


is provided that the chlorinator shall 
be installed, and it will, therefore, be 
included in the rate base at the com- 
pany’s estimate, with the condition that 
the actual installed cost will be reflect- 
ed in the company’s books at the time 
of installation. 

In response to the numerous com- 
plaints regarding muddy water after 
rains, Mr. Cusack explained that a por- 
tion of the watershed on North Cas- 
cade creek is traversed by the Pikes 
Peak highway. Whenever a rain oc- 
curs, the water washes across said 
highway into North Cascade creek 
and, because of the fast run-off, car- 
ries mud in suspension, which finds its 
way into the Colorado Springs pipe 
line and thence into the Cascade Town 
Company pipe line. He stated that 


108 





RE CASCADE TOWN CO. 


the Cascade Town Company, in con- 
junction with the city of Colorado 
Springs, was endeavoring to remedy 
this situation by diverting the creek 
during rainstorms, so that, in the fu- 
ture, flash rains would be prevented 
from washing mud into the water sys- 
tem. The Commission feels that this 
situation should be corrected as soon 
as possible, in order that the customers 
of the water company may be protected 
from the occurrence of muddy water 
in the future. No estimate of the cost, 
if any, to the Cascade Town Company 
was made for this work, so none is in- 
cluded at this time in the present rate 
base. 

A pro forma balance sheet showing 
the adjustments reflected in this state- 
ment is as follows: [Table omitted.] 

The above adjustments, and the de- 
preciation schedule-set out previously, 
should be entered on the company 
books to bring them into agreement 
with Commission figures. 

In arriving at a rate base, the fol- 
lowing figures are taken from the pro 
forma balance sheet : 


Rate Base 
Water Shed Land 
Buildings, Fixtures, and Structures 
Pumping Station Equipment 
Distribution Mains 
Reservoir, Canyon, and Pipe-line 

Survey 

Water Rights 
Purification System 500.00 


$44,495.62 
$11,732.97 


1,328.06 


Total Gross Plant 
Less Depreciation Re- 
serve 
Deduct: Portion of Re- 
serve applying to 
Property Held for Fu- 


ture Use 604.48 11,128.49 





Net Rate Base 


[11] No allowance is made for 
Working Capital as the rates charged 
by the water company are due and 
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payable yearly in advance. No Ma- 
terial and Supplies are listed by appli- 
cant on its annual reports, and no tes- 
timony was presented at the hearing 
in regard to this item, so no provision 
is made thereon. 

[12] As previously stated, this 
water company is a joint operation of 
the Cascade Town Company, and ac- 
counts and finances have heretofore 
been intermingled so that no allowance 
is made for Going Concern Value, it 
being evident that the water company 
originally was started as an aid to 
sales of the real estate and not as an 
independent enterprise. 

[13] Mr. Cusack stated that the 
rate of return, according to his calcu- 
lations based on the proposed increase, 
would yield approximately 5 per cent. 
The Commission agrees that in the in- 
stant matter a return of 5 per cent 
represents a fair and reasonable rate 
of return, especially in view of the 
fact that the company has no outstand- 
ing stocks or bonds on which they 
must pay a return sufficient to inter- 
est outside capital, and also because it 
is principally an adjunct to a real es- 
tate business. Comparable rates of 
return have been found reasonable for 
other water companies in cases before 
this Commission. 

A tabulation of expenses for the year 
1948, as given in Amended No. 2 An- 
nual Report of The Cascade Town 
Company, is set out below, together 
with corrections and additions recom- 
mended by the Commission’s staff. 
The company’s pro-ration of salaries 
and expenses between the water com- 
pany and the real estate company, as 
presented at the hearing, was very fair, 
and the gross amount of other ex- 
penses, with the minor adjustments 
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made below, is reasonable and will be 
allowed in calculating the rate. [Table 
omitted. ] 

Adding to the total allowable op- 
erating expenses of $2,698.93, the 
amount necessary to give a net profit 
equal to 5 per cent on the Net Rate 
Base of $33,367.13, i. e., $1,668.36, 
results in an amount of $4,367.29 as 
the total revenue requirement. The 
proposed rate schedule, as filed by The 
Cascade Town Company, shows a 
revenue return of $4,795, which ex- 
ceeds the needed requirement in the 
amount of $427.71. The rate estab- 
lished later herein is based on the 
revenue recommended by the Commis- 
sion’s staff. 

Testimony disclosed at the hearing 
that there were 111 customers, but ac- 
tually only 97 buildings upon which 
the basic rate applies. In other words, 
14 residences are classified as “Sup- 
plemental Houses” and “Multiple 
Units” in the company’s proposed rate 
schedule. This rate has a basic min- 
imum for each type of service to which 
is added the rate for additional equip- 
ment. The Rate Schedule as filed with 
the Commission is shown below, to- 
gether with a rate suggested by the 
Commission’s staff to reflect the de- 
crease in required revenue: [Sched- 
ule omitted. ] 

The rate proposed by the Commis- 
sion’s staff would reduce the annual 
revenue by 97 x $4, or $388, leaving 
an annual income of $4,407—very 
slightly in excess of the minimum reve- 
nue required. 

The Commission finds : 

1. The above statement is incorpo- 
rated herein by reference. 

2. The rate increase proposed by 
The Cascade Town Company would 
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result in a return to the company in 
excess of the amount deemed by the 
Commission to be fair and reasonable, 
and should be denied. 

3. The company’s rate base, con- 
sisting of property used and useful in 
the water system, is found to be $33,- 
367.13, and a fair return on said rate 
base is found to be 5 per cent. 

4. After the allowance for reason- 
able expenses to the company in ac- 
cordance with the preceding state- 
ment, the rates which will yield an 
annual revenue sufficient to cover op- 
erating expenses, depreciation, taxes, 
and other charges, plus a fair profit 
to the company, are the rates set out 
in the preceding statement, with ad- 
justments as shown in Items 1, 5, and 
6 thereof. 


ORDER 


The Commission orders: 

1. That the rate increase proposed 
by The Cascade Town Company is 
hereby denied. 

2. That The Cascade Town Com- 
pany file with the Commission, on the 
standard forms, within thirty days, 
the new rates shown in the statement 
preceding, to become effective with 
the 1950 billing. 

3. That The Cascade Town Com- 
pany install a chlorinator on its water 
system to effectively treat all water 
used in its system, before May 1, 
1950. 

4. That The Cascade Town Com- 
pany install a pump on its system, to 
correct low pressure complained of at 
the hearing, before May 1, 1950. 

5. That The Cascade Town Com- 
pany take the necessary reasonable 
steps to divert the muddy waters of 
North Cascade creek, so that muddy 
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water will not find its way into its 
water system, and the Commission will 
retain jurisdiction to approve alter- 
nate solutions to this problem, in the 
event present plans of the company 
later prove inpracticable or impossible 
of performance. 

6. That above requirements in this 


order are not conditional or permis- 
sive, but are mandatory. 

7. That this order shall become ef- 
fective twenty days from the date here- 
of, and petition for rehearing must, in 
accordance with law, be filed on or be- 
fore nineteen days from the date here- 
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Re Mountain States Power Company 


Docket No. 3694, Order No. 2092 
July 6, 1949 


piece sne of reasonableness of electric rates for controlled 
water heating service; existing rates upheld. 


Rates, § 42 — Commission jurisdiction — Necessity of hearing. 
1. The Commission has jurisdiction to approve an electric company’s sched- 
ule for controlled water heating service on a flat rate basis restricted to 
existing customers, without holding a public hearing, where there would be 
no increase in rates to the users of electrical energy under that flat rate basis, 
p. 116. 


Rates, § 143 — Reasonableness — Cost of service. 
2. An electric company’s metered rate scale depends on the cost to the 
company in obtaining and supplying electrical energy, p. 116. 

Rates, § 354 — Electricity — Water heating service. 


3. An electric rate for metered water heating service at one cent per kilo- 
watt hour was held to be fair and legal where it yielded the actual out-of- 
pocket cost and where it applied to a type of service furnished as a con- 
venience, p. 116. 


Discrimination, § 39 — Types of service — Electric rates. 
4. An electric company is not required to charge the same rate for all serv- 
ice ; and as long as the classification between the types of service is reason- 
able, the fact that the rates vary. does not result in discrimination, p. 117. 
Discrimination, § 42 — Flat and metered service — Electric rates. 
5. The mere fact that certain users of electricity are served through meters, 
while others are served under flat rates, does not, in itself, show unjust dis- 
crimination, p. 117. 
Discrimination, § 42 — Flat and meter rate customers — Electric rates. 
6. An electric company’s practice of making a gradual change-over from flat 
to metered service, by permitting old customers using the same equipment 
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at the same location to remain on the flat rate, while requiring new customers 
or old customers changing equipment or location to come under the metered 
rate, does not result in undue discrimination, p. 117. 


APPEARANCES: Walchli and Korn, 
Attorneys at Law, Kalispell, and Ed- 
ward Toomey, Attorney at Law, 
Helena, appearing for the applicant. 

Protestants: Roy N. Arnold, 
Whitefish, Mrs. Nellie Mitichka, 
George A. Gray, R. M. Barney, James 
Jorgenson, Carl Van Honn, J. N. 
Beckedahl, Claska Farcum, C. E. B. 
Rudolph, Fred Little, J. W. Patton, 
Chas. Luke, Jack Thumma, Ensil 
Josephson, Dr. John Isgrew, Walt 
Munski, L. E. Stackhill, Ernest Hile- 
man, and C. I. Moulton, all of White- 
fish, appearing for users in Whitefish, 
Montana; James Thumma, Whitefish, 
appearing for himself; Moncure Cock- 
rell, Kalispell, appearing for Radiant 
Heating Company, Kalispell; T. W. 
Greer, Whitefish, appearing for him- 
self; Carl A. Hummer, Kalispell, ap- 
pearing for himself; Judge J. E. Rock- 
wood, Kalispell, appearing for himself. 

Other Appearance: Edwin S. 
Booth, Secretary-Counsel, appearing 
for the Board. 

Before: Paul T. Smith and Horace 
F. Casey, Commissioners. 


By the Commission: Prior to 
November 15, 1947, the Mountain 
States Power Company, which fur- 
nishes electrical public utility service 
in Flathead and Lake counties, Mon- 
tana, had certain schedules in effect 
for the furnishing of electric water 
heating service. These schedules were 
Schedule D-1, which was a rate for 
controlled water heating service on a 
flat rate basis of 2 mills per watt of 
connected load per month and Sched- 
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ule E-2, for controlled water heating 
service on a meter rate of one cent per 
kilowatt hour, subject to the minimum 
bill of one dollar per month. On Octo- 
ber 13, 1947, the company filed for ap- 
proval a new Schedule D-1, limited, as 
follows: “Service will not be supplied 
hereunder except to customers receiv- 
ing service on November 15, 1947, at 
locations then served and for equip- 
ment then being used in full compliance 
with the terms of the schedule hereby 
canceled and superseded.” The effect 
of this schedule was to make Schedule 
E-2 the controlling schedule for all new 
customers or for new installations by 
old customers or moves by old custom- 
ers. The Board approved the filing of 
Schedule D-1, effective November 15, 
1947. Since the approval of this 
schedule, numerous complaints have 
been received from various persons 
complaining that the rates for water 
heating service were discriminatory, in 
that new customers, changes in equip- 
ment by old customers or changes in 
location by old customers resulted in 
their having to go on a kilowatt per 
hour basis rather than the flat rate per 
watt of connected load. As a result 
of the complaints, the Commission, on 
its own motion, set a public hearing for 
the investigation of the rates charged 
by the Mountain States Power Com- 
pany for electric water heating service, 
to determine whether or not discrim- 
ination existed and whether or not a 
uniform rate should be established. 

At the time of hearing, the company 
appeared and offered evidence relative 
to water heating service in Flathead 
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and Lake counties, Montana, and the 
protestants offered evidence both by 
cross-examination and direct testimo- 
ny contending that the use of the two 
rates was discriminatory and unjust 
and should be eliminated, by provid- 
ing for one applicable rate. 

From the files of the Commission 
and the evidence presented at the hear- 
ing, it appears that Schedule D-1 was 
initially placed in effect in March, 
1919. The rate was originally limited 
to customers who likewise had electric 
ranges. The rate was re-filed June 
11, 1932, at the same rate of two mills 
per watt of connected load. The limi- 
tation on the applicability of the rate 
was extended to provide that only one 
water heating connection should be al- 
lowed for each range and that the 
water heater should be connected with 
the range through a double throw 
switch to prevent the simultaneous use 
of both. This rate was again re-issued 
in March, 1936, in connection with the 
general re-issuance of rates. In March, 
1940, Schedule D-1 was again re- 
issued with the additional special 
terms and conditions to require any 
new customer to install standard fac- 
tory built units of certain specifications. 
Schedule E-2 was likewise re-issued 
at the same time providing for the 
terms and conditions under which that 
schedule could be used. 


At the time the present Schedule 
D-1 was filed in October, 1947, the 
company’s request for such approval 
was supported by a letter containing 
the following statement : 

“As of September 30, 1947, there 
were 2,309 flat rate electric water 
heaters in service on our system in the 
Flathead and Lake counties, known as 
the Kalispell district. 
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“The flat rate was devised many 
years ago as an outlet for large quan- 
tities of ‘dump power’ when there was 
plenty of plant capacity at the Big Fork 
hydro plant. At the present time there 
is no ‘dump power’ in this division 
and we are purchasing large amounts 
which purchases will continue to show 
large increases in the future after the 
Polson-Kalispell section of the Kerr 
Dam-Hungry Horse line will have be- 
come energized about December Ist of 
this year. This purchased power is 
costing much higher than it could 
formerly be generated. 

“Since ‘dump’ energy is no longer 
obtainable we believe that the flat rate 
water heating schedule is inconsistent 
with our other forms of electric service 
and we should reduce the number of 
customers who are now receiving the 
flat rate service as fast as they dis- 
connect electric service at present loca- 
tions. 


“Flat rate water heating has reached 
the point where it is wide open for 
abuses and infractions and we find it 
is impossible to maintain control over 
the use of these flat rate heaters. For 
example, we do not know whether the 
customer changes the size of the heat- 
ing elements or runs the hot water 
into small radiators for heating small 
rooms, such as bathrooms, after we 
have made initial inspection at time of 
connecting.” 


At the time of hearing, the company 
again stated that the initial rate D-1 
was initiated and continued because of 
the fact that adequate dump power was 
available from the company’s facilities. 
The company then stated that since 
the rate was last initiated as an open 
rate in 1940, that the status of the 
company has changed to the point 
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where it is now purchasing elec- 
tricity for sale and that the aver- 
age cost of such electrical purchases 
has increased from 4 cent with- 
out any demand charge to a point 
where a rate plus demand charge now 
brings the cost of electricity purchased 
to between eight and nine mills per 
kilowatt. The company further point- 
ed out that the use of water heating 
devices is such that they frequently 
will increase the monthly demand load 
and thus increase the cost of electricity 
to the company. The company felt in 
1947 that the old users should be en- 
titled to continue under the then exist- 
ing rate as long as they used the same 
equipment in the same location, that 
due to the difficulty in control of the 
electricity and the increased cost, that 
all new service, whether by reason of 
being new customers, old customers at 
new locations or old customers serv- 
iced through new equipment, should 
be under the E-2 rate which would be 
slightly in excess of the actual cost of 
electricity purchased by the company. 
Evidence offered by the company dis- 
closes that the increased cost of elec- 
trical energy and increased cost of op- 
eration have increased the cost of ren- 
dering service to the point where costs 
per kilowatt for 1948 were 1.3447 
cents. The average revenue for 
energy sold for all purposes amounted 
to 1.7447 cents per kilowatt. The 
average revenue from residential sales 
amounted to 1.4130 cents, whereas the 
revenue from flat rate water heating 
amounted only to .3272 cent or better 
than one cent less than the average 
cost per kilowatt to the company. 
Metered water heating service re- 
turned a revenue of 1.0060 cents per 
kilowatt. While this latter figure is 
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less than the average cost, it is more 
than the out-of-pocket cost per kilowatt 
to the company. The company tes- 
tified that the water heating service is 
a “convenience service” and not one 
on which they intend or expect to earn 
a profit. The rate of one cent per kilo- 
watt is considered compensatory. 


Records show that out of 2,265 flat 
rate users existing on November 30, 
1947, 412 have now been converted 
to metered water heating service. The 
company, at the present time, has 
1,447 metered water customers and 
1,853 flat rate customers. The com- 
pany expects that by normal turn-over, 
changes of equipment and moves of 
customers that in about five years the 
number of persons left on the flat rate 
service will be reduced to a small num- 
ber and that it would then be possible 
to work out some method of complete- 
ly eliminating Schedule D-1. The 
company desires to continue Schedule 
D-1 in order to avoid extreme hard- 
ship in ordering immediate change- 
over to the customers and the neces- 
sity of the company installing on a 
fixed date additional meters to take 
care of the metered water service. 
Costs to make the change-over from 
flat rate to metered service for new 
equipment and wiring would amount 
to between $90 and $160 for each 
change, payable by the consumer. This 
method of change-over from a flat 
rate to a metered rate has likewise been 
followed by the company in the states 
of Oregon, Idaho, and Washington 
and the company considers that under 
all of the circumstances and factors, 
such a method of change-over is not 
unreasonable or unjust. 


No purpose will be served in at- 
tempting to enumerate the benefits of 
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the metered service over flat rate serv- 
ice. It is to be admitted that metered 
service is by far the most fair and 
equitable to all persons concerned. 
The figures submitted by the company 
show that actual tests on 45 flat rate 
water heaters for a one-month period 
shows that the average use was 695 
kilowatts per month, whereas metered 
water heating service averaged only 
323 kilowatts per month. Several in- 
dividual instances were discovered in 
the 45 accounts where the use per 
month exceeded the possible consump- 
tion for thirty days, if the water heater 
unit was of the size reported to the 
company. This indicates either that 
larger units have been installed with- 
out reporting to the company as re- 
quired by the rules or that other use 
is being made of water heating cir- 
cuit. It definitely demonstrated the 
contention of the company that control 
over the flat rate use is not possible 
and that metered service should be in- 
stalled on the system. A further study 
by the company of all water accounts 
which have been changed over from 
flat rate to metered service showed 
that many of the accounts have actual- 
ly been reduced, whereas the accounts 
of other users have been increased in 
varying accounts. In some instances 
the increase has been in excess of 300 
per cent. The customer, of course, 
has some control over the size of the 
monthly meter bill for water heating 
both from the standpoint of the type 
of equipment installed and the use 
made of the hot water. Where the 
increase is excessive, it might be that 
a study of the equipment or the use 
of water might result in practices or 
installations which would greatly de- 
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crease the cost of such water heating 
service. 

Several protestants appeared at the 
hearing who are presently obtaining 
water heating service under the flat 
rate Schedule D-1. These persons 
protest any elimination as to the D-1 
schedule in so far as present users are 
concerned. It was contended by them 
that the company had in effect entered 
into contracts relative to the continued 
flat rate basis, at the time they initially 
installed water heating service. They 
likewise contended that they should 
not now be prejudiced by being forced 
to go on a new rate on a per kilowatt 
basis merely because new users were 
required to take service on such basis. 


Petitions were presented at the time 
of hearing signed by an excess of 300 
users of electrical power in the city of 
Whitefish. These petitions requested 
that the Board fix a flat rate of $2 for 
electrical power for hot water heating 
tanks in residences and to reject the 
rate basis on the use of electrical pow- 
er as indicated by meters for water 
heating service. The committee, con- 
sisting of 19 members and representing 
between 150 and 200 consumers in 
the Whitefish area, who are now re- 
quired to pay for energy used in water 
heating on a metered basis, likewise 
presented their protest. The primary 
basis of the protest is that the permit- 
ting of old customers to continue to 
take electrical water heating service on 
a flat rate basis is discriminatory as 
against the new customer or the old 
customer who changes his location and 
upon the further grounds that the 
metered rate for water heating service 
is an excessive rate for the service fur- 
nished. Evidence was offered as to 
various accounts where the changing 
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from the flat rate to the metered serv- 
ice had been made, to show that the 
increases in rates had greatly increased 
the monthly billings for water heating 
service. In one instance, the increase 
amounted to 156 per cent, in another 
instance it amounted to an excess of 
300 per cent. It was argued that these 
increases in costs of water heating serv- 
ice are unreasonable and that the rate 
for metered service should be reduced. 

[1] The company submitted its 
Schedule D-1, restricted to old cus- 
tomers, for approval of this Commis- 
sion. At the time of submission of 
this rate, the company gave the Com- 
mission information as to the reasons 
for the abandonment of that rate for 
all new service. After considering all 
factors, the Commission approved the 
rates. Under the provisions of § 3891, 
Rev Code Mont 1935, no rate may be- 


come effective until it has been ap- 
proved by the Commission. However, 
the Commission is not required to hold 


any hearings on rate increases. As a 
matter of policy the Commission 
normally sets public hearings on any 
increase which is of a_ substantial 
nature, but in this case no hearing was 
considered necessary for the reason 
that there would be no increase in rates 


to users of electrical energy under the 


flat rate basis, until such time as they 
changed equipment or changed loca- 
tion. The new users, of course, in de- 
termining what their service would 
cost, would be informed of the new 
rate. The Commission was within its 
authority in approving Schedule D-1, 
limited to customers then receiving 
power under that schedule, without 
holding public hearing. 

Under the provisions of § 3897, Rev 
Code Mont 1935, any person affected 
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by a rate may complain that any rate, 
toll charge, or schedule is unreasonably 
or unjustly discriminatory and in such 
cases, the Board has authority to in- 
vestigate such rates. Section 3883, 
Rev Code Mont 1935, provides that: 

“Public utilities to furnish service 
for reasonable charges. Every public 
utility is required to furnish reasonably 
adequate service and facilities. The 
charge made by any public utility for 
any heat, light, power, water, tele- 
graph, or telephone service produced, 
transmitted, delivered, or furnished, or 
for any service to be rendered as or in 
connection with any public utility, shall 
be reasonable and just, and every un- 
just and unreasonable charge is pro- 
hibited and declared unlawful.” 

While no formal complaints against 
the rates of the Mountain States Pow- 
er Company have been filed, the Com- 
mission has received numerous com- 
plaints from individuals who were 
required to take water heating service 
under the metered rate scale, in which 
they contended that the rate was dis- 
criminatory. On the basis of these 
complaints, the Commission set the 
matter for public hearing on its own 
motion. The notice of hearing provid- 
ed that the investigation would cover 
the unreasonableness of the rates for 
heating of water, now charged by the 
company, determination of whether or 
not the rates now being charged result 
in discrimination between customers 
and determination as to whether or 
not a uniform rate should be estab- 
lished, if the evidence warrants such 
action. 

[2, 3] While this case is not a rate 
case requiring determination of a rate 
base and a rate of return, the question 
of the reasonableness of the metered 
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rate scale does depend on the cost to the 
company in obtaining and supplying 
electrical energy. Exhibits furnished 
by the company disclose that the ac- 
tual cost of power purchased from the 
Indian Service and delivered to a com- 
mon point of delivery is now between 
eight and nine mills per kilowatt hour. 
Testimony further discloses that due 
to the increasing cost of operation, the 
cost for power manufactured at the 
company’s own hydroelectric plant is 
approximately the same as the cost of 
power purchased. In addition, the 
company must pay transmission and 
distribution costs to get this power to 
the consumer. Evidence of the com- 
pany further shows that the average 
cost of delivering all electrical energy 
sold by the company in the Kalispell 
district is 1.3446 cents per kilowatt 
hour. The company testified that the 
l-cent rate established under the E-2 


schedule for metered water heating 
service does return actual out-of-pock- 
et cost and that in view of the fact that 
water heating service is furnished as 
a convenience, that’ rate is considered 


reasonable. From the figures shown, 
it is apparent that the rate of one cent 
per hour cannot yield much, if any 
more, than the actual out-of-pocket 
cost to the company. This rate would 
be a legal rate. This Commission, in 
Big West Oil Co. v. Northern Gas Co. 
PUR1928D 705, 708, said: 

“The mere fact that a quantity of 
gas purchased through a meter at 
metered rates costs more than the 
same quantity of gas under the flat 
rate system is no basis for a charge of 
unreasonableness, if the metered rate 
is itself reasonable.” 

We find that the rate established by 
Schedule E-2 for metered water heat- 
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ing service at one cent per kilowatt 
hour is a fair rate. 

[4-6] The utility is not required 
to charge the same rate for all service. 
It is common practice for the utility 
to have rates for commercial users, 
power users, and domestic users. It 
is likewise common practice for the 
domestic rates to vary as to the types 
of service performed. As long as the 
classification between the types of 
service is reasonable, the fact that the 
rates vary would not result in dis- 
crimination. In this instance, the com- 
pany desired to change its rates from 
the flat rate water heating service to 
meter rate water heating service. Such 
a change-over on any specified date 
would have required that the con- 
sumers make the necessary installa- 
tions on their part and that the com- 
pany make the adjustments in service 
necessary. Evidence discloses that the 
change-over from flat rate to metered 
service will require, in most instances, 
some re-wiring and new equipment. 
The cost of re-wiring is estimated to 
average between $9 and $30 per serv- 
ice, whereas the cost of new equipment 
is estimated to average between $85 
and $125. These expenses would have 
to be met by the consumer. The com- 
pany believed that less inconvenience 
would occur by permitting the gradual 
change-over from flat to metered serv- 
ice to take place and estimated that 
within approximately five years the 
change-over would take care of ap- 
proximately 80 per cent of the flat rate 
accounts. The exhibits show that the 
consumers on flat rate service on Nov- 
ember 30, 1947, numbered 2,265. By 
April 30, 1949, 412 of the customers 
had been changed over to the metered 
rate, due to either changes in location 
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or changes in equipment, leaving a bal- 
ance of flat rate users of 1,853. The 
company had 506 metered water heat- 
ing services on November 30, 1947, 
and has since added 529 new customers 
in addition to the 412 changed over, 
so that the total metered customers at 
present amount to 1,447. The fact 
that some customers are on a flat rate 
while others are on a metered rate 
does, it is true, make a variation in 
the rates paid for water heating serv- 
ice. Service under Schedule D-1 was 
limited to persons using electric 
ranges, whereas service under Sched- 
ule E-2 is available for anyone using 
other electric service. Schedule E-2 
was in existence and applicable under 
its own terms during the same time 
when Schedule D-1 was an open rate. 
Its justification at that time existed in 
its broader application of use and such 
conditions still exist. 


In Big West Oil Co. v. Northern 
Gas Co. supra, PUR1928D at pp. 708, 
709, this Commission considered the 
effect of change-over from a flat rate 
to a metered rate service. The Com- 
mission in that case said: 

“The experience of the refinery in 
undergoing a transition from flat rate 
service to metered service is the usual 
one attendant upon a change from a 
manner of paying for a commodity on 
an unscientific makeshift basis to a 
scientific, measured one. The mere 
fact that a quantity of gas purchased 
through a meter at metered rates costs 
more than the same quantity of gas 
under the flat rate system is no basis 
for a charge of unreasonableness if the 
metered rate is itself reasonable. We 
have steadfastly condemned flat rate 
charges for the reason that they are 
based wholly upon estimated consump- 


tion, very often falling substantially 
short of actual consumption, and re- 
sult in discrimination against the 
user who purchases through a me- 
ter. There is absolutely no incen- 
tive under the flat rate system of 
purchase to curtail unnecessary use 
of natural gas and a consumer chang- 
ing over from this system to the me- 
tered one quite frequently finds that 
until he adopts prudent measures for 
its use, his bills appear to be exorbitant. 
With this comment, we pass over as 
not being entitled to greater considera- 
tion, the charge of unreasonablness by 
reason of the difference in the cost of 
gas to the refinery under the metered 
plan as compared with the cost under 
the flat rate contract.” 

The Oregon Public Service Com- 
mission in Re Idaho Power Co. PUR 
1924E 399, decided in 1924, consid- 
ered a case quite similar to that pre- 
sented here. The Idaho Power Com- 
pany had had available dump power 
and this power was offered for sale at 
a very low rate. The available dump 
power had ceased to exist and the 
Oregon Commission was considering 
the effect of a gradual change-over 
from flat rate to metered service. The 
Commission, at p 403, said: 

“The fact that the utility has of- 
fered this lower-than-ultimate cost 
service does not justify its further con- 
tinuance. While only surplus plant 
capacity was used, both utility and 
user gained a temporary benefit from 
the low rate. The only true injury 
that might result to the user would be 
the enforced scrapping of heating 
equipment purchased under an offer 
at the low rate before sufficient period 
of use for such equipment had been 
extended. This situation has been met 
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by providing that old users may con- 
tinue such service until an expiration 
date in 1927 at a lower rate than the 
new customer who is now fully ad- 
vised of the proper cost of such service. 
While this is a discriminatory condi- 
tion, it is adjudged to be not unjustly 
discriminatory, under the existing con- 
ditions.” 

The mere fact that certain users are 
served through meters, while others 
are served through flat rates does not, 
in itself, show unjust discrimination. 
Nash v. Clear Lake (Wis) PUR 
1924B 641; Holmes v. Morris Run 
Coal Mining Co. (Pa) PUR1919C 
195. 

This rule has been also uniformly 
followed by the Montana Commission. 


The Maryland court of appeals in 
Lewis v. Cumberland (1947) — Md 
—, 70 PUR NS 365, 373, 54 A2d 319, 
held that it was not unlawful to adopt 
meter rates gradually. The company 
said: 

“Plaintiff says it is unjust discrim- 
ination to serve 2,238 customers on a 
‘flat rate’ basis equivalent to less than 
the meter rate. Since 1932 no new 
‘flat rate’ customers have been accept- 
ed. As Mr. Justice Holmes said, ‘The 
Fourteenth Amendment does not for- 
bid statutes and statutory changes to 
have a beginning, and thus to dis- 
criminate between rights of an earlier 
and later time.’ Sperry & Hutchinson 
Co. v. Rhodes (1911) 220 US 502, 
505, 55 L ed 561, 31 S Ct 490, 491. 
It is not unlawful to adopt meter rates 
gradually or to serve some customers 
at flat rates and others at meter rates. 
Shaw v San Diego Water Co. (1897) 
5 Cal Unrep Cas 808, 50 Pac 693 ; Ex- 
change & Building Co. v. Roanoke Gas 
& Water Co. (1893) 90 Va 83, 17 
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SE 789; Woodruff v. East Orange 
(1906) 71 NJ Eq 419, 64 Atl 466; 
Central Iron & Steel Co. v. Harrisburg 
(1921) 271 Pa 340, 114 Atl 258. Nor 
is the ordinance invalid because it 
might be expensive for plaintiff to 
change his plumbing so as to install 
thirteen meters. Ladd v. Boston, 
supra (({1898] 170 Mass 332, 49 NE 
627,40 LRA 171.) See also: Board 
of Trade of Kansas City v. United 
States (1942) 314 US 534, 86 L ed 
432, 62 S Ct 366. 

For the reasons stated in the evi- 
dence and the authorities cited above, 
it does not appear that the permitting 
of the Mountain States Power Com- 
pany to make a gradual change-over 
from flat to metered service, by permit- 
ting old customers using the same 
equipment at the same location to re- 
main on the flat rate, while requiring 
new customers or old customers chang- 
ing equipment or location to come 
under the metered rate results in un- 
due discrimination. As long as the 
company is agreeable to continue its 
flat rate service on the basis specified 
and they are attempting to gradually 
change to a more equitable rate, the 
proposed rates do not appear to be un- 
justly discriminatory or unreasonable. 

From the evidence and for the rea- 
sons stated above, the Commission 
makes the following: 


Findings of Fact 

1. That the Mountain States Power 
Company is a company engaged in the 
furnishing of electrical energy as a 
public utility in Flathead and Lake 
counties, Montana. 

2. That in the furnishing of con- 
trolled electrical water heating service 
the company presently has in effect 
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Schedule D-1 which is on a flat rate 
per watt of connected load, and which 
schedule is applicable only to consum- 
ers receiving energy under such 
schedule prior to November 15, 1947, 
at location then being served through 
the equipment then being used. That 
the second schedule designated as 
Schedule E-2 is on a metered rate and 
is available for all patrons under the 
conditions therein stated. 

3. That Schedule D-1 is limited to 
service then being furnished on such 
schedule as of November 15, 1947, in 


order to permit the gradual change- 
over from flat rate to metered serv- 
ice. 

4. That the application of these 
rates are not unduly discriminatory 
nor unjust. 


Conclusions of Law 


The Board concludes as a matter of 
law the rates now being charged by 
the Mountain States Power Company 
for controlled water heating service 
are not unjust or unduly discrimina- 
tory. 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re South Jersey Gas Company 


Docket No. 4350 
September 21, 1949 


A PPLICATION for authority to increase gas rates; denied. 


Rates, § 150 — Reasonableness — Postponement of savings — Gas. 

Rates which have been in effect only a short time should not be increased 
in order to improve earnings of a gas company to which an allocation of 
natural gas has been made, with the expectation that further rate increases 
would be unnecessary, where the company has not followed through with 
plans for utilization of the allocation but has postponed realization of sav- 
ings in expenses in the hope of greater savings to be realized by obtaining 
a larger natural gas supply which would permit it to deliver straight natural 
gas directly to customers instead of merely utilizing such gas in connection 
with its manufacturing process, since such postponement of savings should 
not result in imposing, in an intervening relatively short period, increased 
rates on the consuming public. 

§ 379 — Gas — Therm basis. 

Discussion of proposed gas rates on a therm basis, in substitution of rates 
on a cubic foot basis, in connection with a change from manufactured gas 
service to natural gas, p. 121. 


> 


APPEARANCES: John A. Riggins, iel deBrier, Deputy Attorney General, 
for South Jersey Gas Company; Dan- for the Board of Public Utility Com- 
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missioners ; Enoch A. Higbee, Jr., for 
the city of Somers Point ; L. D. Cham- 
pion, for the city of Pleasantville ; Dan- 
iel J. Dowling, for the city of Atlantic 
City; Frank Miller, for the borough 
of Berlin; Hiram Steelman, for Vent- 
nor City; J. E. Estreicher, pro se. 


By the Commission: On February 
16, 1949, South Jersey Gas Company 
(hereinafter referred to as applicant) 
filed with the Board increased rates 
applicable to all classes of customers, 
to become effective April 1, 1949. 


The Board, on its own motion, in- 
stituted a proceeding to hear and de- 
termine the question of the justice 
and reasonableness of the proposed 
rates and pending such hearing and de- 
termination, the Board ordered their 
suspension. 


South Jersey Gas Company came 
into existence as the result of the merg- 
er of Peoples Gas Company and At- 
lantic City Gas Company during the 
Spring of 1947. The applicant’s op- 
erations are conducted on a divisional 
basis consisting of the Atlantic City 
division and the Glassboro division. 

The Atlantic City division supplies 
service in the area formerly served 
by the Atlantic City Gas Company and 
the Glassboro division supplies service 
in the area formerly served by Peo- 
ples Gas Company. The gas distri- 
bution facilities in the two divisions 
are not physically interconnected. Each 
division has its own gas manufactur- 
ing facilities and its own complement 
of operating and other personnel. 
Separate records are maintained of 
revenues, operating expenses and fixed 
capital in each division. Different 
rate levels exist in each of the divi- 
sions. 


121 


The record discloses that the ap- 
plicant gave notice to its customers 
of the proposed change in rates by in- 
serting advertisements in newspapers 
circulating in its service area. Notice 
of the time and place assigned for 
hearing was forwarded by this Board 
to the municipal clerk of each of the 
municipalities served by the applicant. 
Public hearings were held in Atlantic 
City on April 22, 1949, and June 24, 
1949. Appearances entered in this 
cause are shown on the heading here- 
of. Participation by objectors in this 
proceeding consisted of the statement 
of their positions and cross-examina- 
tion of applicant’s witnesses. 

The present and proposed rates are 
shown on page 122 in comparative 
form. 

It is noted that the proposed rates 
are stated on a “therm” basis in place 
of the “cubic feet’”’ basis now in effect. 
In order to permit proper comparisons 
of the present and proposed rates it 
should be pointed out that a therm is 
representative of the quantity of gas 
that contains 100,000 heat units com- 
monly called stu (British Thermal 
Units). The gas which the applicant 
now manufactures and delivers to its 
customers, has an average heating 
value of approximately 525 Bru per 
cubic foot; hence the number of heat 
units contained in approximately 190 
cubic feet of the present gas is equiva- 
lent to one therm. Bearing in mind 
the aforementioned relationship of 
“therm” and “cubic feet” it appears 
that the principal change incorporated 
in the proposed Residential and Gen- 
eral Service Rates involves a reduc- 
tion in the gas allowance permitted for 
the initial charge of one dollar from 
400 cubic feet to approximately 190 
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ATLANTIC City Division 


PRESENT RATES 
Rate RSG, Residential Service 


1.10 Gross, $1.00 Net incld’g first 400 cu. ft. 
6¢ Gross, 15¢ Net per C next 2,600 “ “ 
13¢ 1 2¢ “ 7,000 “< « 
O¢ “oe &¢ “ “ “ 


Rate GSG, General Service 


$1.10 Gross, $1.00 Net incld’g first 400 cu. 
16¢ Gross, 15¢ Net per Cc next 9,600 “ “ 
14¢ 13¢ 15,000 “ 
13¢ . 25,000 “ 

" 200,000 “ 

“ 250,000 “ 

for the excess 


for the excess 


Rate HSG, Building Heating & Cooling 
Service 


10¢ Gross, 9¢ Net per C cu. ft. 
$50.00 Annual Minimum 


Oil Adjustment Charge—All Rates 


.046¢ per C cu. ft. added for each 0.1¢ per gal. 
increase over 5.0¢ per gal. base 


Proposep RATES 
Rate RSG, Residential Service 
$1.10 Gross, $1.00 Net incld’g first 1 Therm 
32¢ Gross, 30¢ Net per Therm next 15 “ 


26¢ “ 24¢ “ “ oe “ 37 “ 
1g8¢ “ Me. vetac - for the excess 


Rate GSG, General Service 


$1.10 Gross, $1.00 Net incld’g first 
32¢ Gross, 30¢ Net per Therm next 
28¢ “ 26¢ “ “ “ “ 


80 
a * 130 
18¢ 1,050 
16¢ 1,300 
14¢ 
for the excess 


Rate HSG, Building Heating & Cooling 
Service 


20¢ Gross, 18¢ Net per Therm 
$50.00 Annual Minimum 


Oil Adjustment Charge—All Rates 


.09¢ per Therm added for each 0.1¢ per gal. 
increase over 5.0¢ per gal. base 


GrassBoro Division 


PRESENT RATES 
Rate RSG, Residential Service 
$1.10 Gross, $1.00 Net incld’g first 400 cu. ft. 


19¢ Gross, i Net per C next 2,600 “ “ 
i” “ 12¢ “ oe “ 7,000 “ “ 


“ &¢ “ “ “ 


for the excess 


Rate GSG, General Service 


$1.10 Gross, $1.00 Net incld’g first 400 cu. ft. 
19¢ Gross, 18¢ Net per C next 9,600“ “ 
16¢ “ 15¢ “oe “ “ «“ 15,000 “ “ 
13¢ “ 12¢ “ “ce o “oe 25,000 “ “ 
— for the excess 


Rate HSG, Building Heating & Cooling 
Service 


11¢ Gross, 10¢ Net per C cu. ft. 
$120.00 Annual Minimum 


Rate WSG, Wholesale Gas Service 


12.5¢ per C cu. ft. for first .... 100,000 cu. ft. 
8. 5¢ “ o “ “ o next - . 200, 000 “e “ 
7. “ “ “ “ “ the excess 

Monthly Minimum Charge $500.00 


Oil Adjustment Charge—All Rates 


.036¢ per C cu. ft. added for each 0.1¢ per gal. 
increase over 4.9¢ per gal. base 


cubic feet. This will result in an in- 
crease in bills of all residential and 
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Proposep RATES 
Rate RSG, Residential Service 


$1.10 Gross, $1.00 Net incld’g first 1 Therm 
38¢ Gross, Soe Net per Therm next = 
26¢ “ 37 “oe 
18¢ _“ ioe mt - for the excess 


Rate GSG, General Service 
$1.10 Gross, $1.00 Net incld’g first 1 Therm 
38¢ Gross, 36¢ N et per Therm next _ 
se UCHR a 
26¢ “ 24¢ “ “ “ “ 130 “ 
ae Cl” - for the excess 


Rate HSG, Building Heating & Cooling 
Service 


22¢ Gross, 20¢ Net per Therm 
$120.00 Annual Minimum 


Rate WSG, Wholesale Gas Service 


25¢ per Therm for first 500 Therms 
17¢ “ “ next 000 " 
4e * = “ the excess 

Monthly Minimum Charge $500.00 


Oil Adjustment Charge—All Rates 


.07¢ per Therm added for each 0.1¢ per gal. 
increase over 4.9¢ per gal. base 


general service customers who use 
more than 190 cubic feet of gas per 
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month. For most customers, mainly 
those using at least 400 cubic feet of 
gas per month, the applicant’s proposal 
means an increase in the monthly bill 
of upwards of 33 cents in the Atlantic 
City division, and upwards of 40 cents 
in the Glassboro division. 

The applicant asserts that the pro- 
posed rates will increase its annual 
revenues by approximately $348,000 
on the basis of 1948 sales. The pres- 
ent rates have only been in effect since 
June 1, 1948, following approval by 
the Board, by decision dated May 12, 
1948, of increased rates filed by the 
applicant on January 21, 1948 (Dock- 
et No. 3601). In that decision, the 
Board approved, without modification, 
the applicant’s proposal to increase 
basic rates to all classes of customers, 
and in addition to extend the applica- 
tion of the Oil Adjustment Clause to 
all gas sold. It was then estimated 


by the applicant that the rates present- 
ly in effect would increase annual reve- 
nues by $594,439 and would produce 
an annual operating income of $405,- 


115. The present rates have been in 
effect for more than twelve months and 
there is accordingly available to the 
Board the operating results under the 
present rates for a full annual period. 
These results indicate that even after 
experiencing an unusually warm win- 
ter when the sale of gas was not as 
high as was contemplated, the appli- 
cant realized an operating income of 
$421,000 as compared with its orig- 
inal forecast of some $405,000. Under 
these circumstances it appears particu- 
larly necessary to carefully consider 
the reasons advanced by the applicant 
for a further increase in rates. 

It was testified on behalf of the ap- 
plicant that the proposed increase in 
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rates is sought because it “is needed 
to offset increased costs of operation 
and to improve the present very low 
rate of return on the company’s in- 
vestment.” It is quite difficult to un- 
derstand the applicant’s claim for in- 
creased rates to offset increases in the 
level of expenses since hearings in 
the last rate proceeding, inasmuch as 
actual earnings under present rates are 
higher than the applicant originally 
estimated, even after giving effect to 
such increased expenses as the appli- 
cant has actually experienced during 
the first twelve months of operations 
under present rates. 

As to the applicant’s desire to im- 
prove its return, it appears that the 
applicant has excellent prospects of so 
doing in the near future without an 
increase in consumer rates, provided 
that it does not price itself out of the 
market in the meantime. We have 
reference here to the applicant’s recent 
announcement with respect to nego- 
tiations with the Transcontinental Gas 
Pipe Line Corporation, in accordance 
with which Transcontinental has 
agreed, subject to regulatory Commis- 
sion approval, to furnish the appli- 
cant with sufficient natural gas to per- 
mit delivery of such gas directly to 
customers in place of the gas now pro- 
duced in the applicant’s plant. Bar- 
ring unforeseen occurrences, the appli- 
cant expects to be able to obtain nat- 
ural gas from Transcontinental by 
next fall or perhaps sooner. It is a 
matter of common knowledge that the 
price at which the applicant will be 
able to purchase natural gas is so much 
less than present manufacturing costs, 
that substitution of natural for manu- 
factured gas is confidently expected to 
permit substantial improvement in the 
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applicant’s earnings position as well as 
benefits to customers by way of lower 
rates for service. The substantial rise 
in the market price of the applicant’s 
common stock in recent months ap- 
pears to reflect, at least in part, confi- 
dence of investors that the advent of 
natural gas will mean improved earn- 
ings in the near future. The market 
behavior of the applicant’s securities 
gives no indication of any threatened 
impairment of its credit position. 


The applicant, however, in this case 
is apparently taking the position that 
it should be given what would be tanta- 
mount to an interim increase in rates 
to permit some improvements of earn- 
ings pending advent of natural gas. 
As to this point, which in effect is the 
principal issue before us, some review 
of this applicant’s efforts to obtain 
natural gas appears to be in order. For 
some time this Board has been urging 
all gas companies to take steps to 
counteract the rising costs of produc- 
ing manufactured gas by endeavoring 
to obtain supplies of natural gas as 
promptly as possible. During 1948 
the applicant, as well as four other 
New Jersey gas companies, intervened 
in a proceeding before the Federal 
Power Commission (Docket G-1003) 
in an effort to procure natural gas 
from the Texas Eastern Transmission 
Company, the only gas pipe-line com- 
pany which at that time had transmis- 
sion facilities in place reasonably close 
to the service areas of the companies. 
Each of the five New Jersey companies 
who participated in that proceeding 
were successful in receiving alloca- 
tions of natural gas. The applicant 
received an allocation of 5,000 thou- 
sand cubic feet per day, namely, the 
amount it requested. In granting the 
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applicant’s requested allocation afore- 
mentioned the Federal Power Com- 
mission in Opinion No. 175 signifi- 
cantly pointed out, on the basis of the 
record facts in that proceeding, that 
“the receipt of natural gas by South 
Jersey Gas Company from Texas East- 
ern would stabilize the company’s fi- 
nances, make further rate increases 
unnecessary, and provide reasonable 
and essential gas service.” The appli- 
cant originally expected to use natural 
gas in connection with its manufac- 
turing process in a manner calculated 
to produce substantial operating econ- 
omies. 


Each New Jersey gas company who 
received a natural gas allocation was 
faced with the necessity of installing 
connecting lines to permit piping the 
natural gas from the Texas Eastern 
transmission facilities to various points 
of utilization. Three of said compa- 
nies have already completed necessary 
construction and are now utilizing nat- 
ural gas. In one of these cases it was 
necessary for the company to install 
many miles of connecting pipe line, in- 
cluding at least one major river cross- 
ing as well as a number of minor 
stream crossings. The fourth company 
has ordered the necessary materials 
and is engaged in acquiring pipe-line 
rights of way preparatory to com- 
mencement of construction. The ap- 
plicant on the other hand, has appar- 
ently not followed through with plans 
for utilization of the 5,000 thousand 
cubic feet allocation aforementioned. 
The applicant’s position in this respect 
has not been made entirely clear, al- 
though it is known that it has appar- 
ently changed its natural gas plans, 
based on indications that it will be able 
to obtain substantially more gas from 
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the Transcontinental pipe line now un- 
der construction than it was allocated 
from the Texas Eastern’s facilities, 
and that this situation will permit it to 
deliver straight natural gas directly 
to customers, instead of merely utiliz- 
ing said gas in connection with its 
manufacturing process. The appli- 
cant’s present plans undoubtedly car- 
ry with them greater expectations of 
Savings in expenses and concurrent 
increases in earnings than its original 
proposal envisioned. On the other 
hand, such savings as could have been 
made available by following through 
with arrangements for promptly utiliz- 
ing its present allocation from the 
Texas Eastern’s lines are postponed. 
Applicant’s management was undoubt- 
edly faced with the responsibility of 
making important decisions in connec- 
tion with the utilization of natural gas. 
No criticism of management’s appar- 
ent change in plans for utilization of 
natural gas is to be inferred from any- 
thing that has been stated here. How- 
ever, when decisions by management, 
with respect to available alternatives, 
involve some postponement of realiza- 
tion of savings in expenses, and thus 
an improvement in earnings albeit in 


the hope of greater savings to be real- 
ized later, the responsibility for such 
decision lies squarely on the applicant 
and not on the consuming public or 
this Board. In the opinion of the Board 
such postponement of savings in ex- 
penses and delay in improvement in 
earnings should not result in impos- 
ing, in the intervening relatively short 
period pending advent of natural gas, 
of increased rates on the consuming 
public under the circumstances here 
present. In reaching this conclusion 
the Board has considered not only the 
foregoing, but has, among other rela- 
tive matters, given particular consid- 
eration to the fact that production ex- 
penses, by far the most significant cate- 
gory of total expenses, are currently 
at lower levels than when present rates 
became effective, and further, that the 
applicant frankly admitted that it is 
engaged in studying its methods and 
procedures and believes that such 
studies “will result in further increases 
in the over-all efficiency of our opera- 
tions.” 

In view of the foregoing, the Board 
finds and determines that the appli- 
cant’s proposal to increase rates should 
be and is hereby denied. 
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INDIANA PUBLIC SERVICE COMMISSION 


Re M.E.G. Telephone Company 


No. 21577 
September 1, 1949 


for for authority to discontinue service at telephone 


exchanges; granted. 


Service, § 233 — Abandonment — Financial inability — Operating losses. 

A company which has acquired three telephone exchanges but which still 
owes the purchase price, is indebted for other loans, and is losing a sub- 
stantial amount each month should be authorized to abandon two of the 
exchanges where a large expenditure will be necessary to give adequate 
service, while the company has neither funds nor credit and the subscribers 
of those exchanges are unwilling to contribute financially either by reorgani- 
zation or by purchase for a nominal sum. 


APPEARANCES: Jack E. Hayes, 
Attorney, Washington, for petitioner ; 
Walter F. Jones, Jr., Assistant Public 
Counsellor, Indianapolis, for the public. 


By the Commission: On August 
3, 1949, the M. E. G. Telephone Com- 
pany of Montgomery, Indiana, filed 
with this Commission its verified peti- 
tion docketed as Cause No. 21577, 
wherein petitioner prayed that the 
Commission authorize it to discontinue 
service in the Epsom and Glendale, 
Indiana, exchange areas. 

Pursuant to respective notices of 
hearing, published more than ten days 
prior to August 19, 1949, in news- 
papers of general circulation printed 
and published in the English language 
in Daviess county, Indiana, said cause 
was set for hearing in the Barr Town- 
ship High School, at Montgomery, 
Indiana, at 10 a.m., Central Standard 
Time, Friday, August 19, 1949. The 
hearing was concluded on that date 
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subject to any further order of the 
Commission. 

At said hearing the Commission in- 
troduced in evidence the respective 
proofs of publication of the notices of 
hearing. 

Testimony was given on behalf of 
the petitioner by Louis Rountree, 
manager of petitioner, and Marjorie 
Rountree, bookkeeper of petitioner. 

Testimony was given on behalf of 
the public by numerous patrons and 
subscribers of the Epsom and Glendale 
exchange areas. 

The evidence shows that the Mont- 
gomery, Epsom, and Glendale ex- 
changes were purchased from Midwest 
Telephone and Utilities Company, 
Inc., of Petersburg, Indiana, and that 
the sale was approved by the Commis- 
sion; and that petitioner took over 
operation of the three exchanges on 
January 1, 1949. 

The evidence shows that the pur- 
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chase price is still owing, that other 
loans have been made and are still un- 
paid, and that the company owes about 
$3,000 and is losing money each 
month; and that the entire operation 
is and will be insolvent. 

The evidence shows that the sole 
maintenance employee is the manager ; 
that it would be necessary to expend 
over $15,000 to give adequate rural 
service on the Epsom and Glendale 
exchanges; that the petitioner has 
neither funds nor credit and can 
neither borrow money nor obtain ma- 
terial, except for cash. 

The evidence shows that the sub- 
scribers of said exchange areas are 
unwilling to contribute financially 
either by a reorganization or by pur- 
chase for a nominal sum and the forma- 
tion of their own cooperative or mu- 
tual telephone company; but that the 
subscribers and patrons wish to have 
“the territory declared open,” in the 
expectation that another telephone 
company will be attracted to said 
“open” areas. 

The Commission, having consid- 
ered the evidence, is of the opinion and 


now finds that the petitioner is author- 
ized to discontinue telephone service 
in the Epsom and Glendale exchange 
areas, provided a pay station is in- 
stalled at a convenient location in or 
near the community of Epsom, and 
provided a pay station is installed at a 
convenient location in or near the com- 
munity of Glendale. 

It is therefore ordered by the Public 
Service Commission of Indiana that 
petitioner is authorized to discontinue 
telephone service in the Epsom and 
Glendale exchange areas ; that petition- 
er continue service in the Epsom and 
Glendale exchange areas until Octo- 
ber 31, 1949; and that petitioner main- 
tain a pay telephone station in or near 
the community of Epsom, and that 
petitioner maintain a pay telephone 
station in or near the community of 
Glendale. 

It is further ordered that petitioner 
shall, prior to twenty days from the 
date of this order, pay into the treasury 
of the state of Indiana, through the 
secretary of this Commission the sum 
of $7.13, the costs of publication of 
legal notices of hearing. 
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INDIANA PUBLIC SERVICE COMMISSION 


Re R. S. Helman et al. 


No. 20674 
September 8, 1949 


eno by individuals requesting release from rural electric 
membership corporation territory and service by city light 
department ; dismissed for lack of jurisdiction. 


Monopoly and competition, § 8 — Jurisdiction of Commission. 
The Commission is without authority to grant a request that certain per- 
sons be released from the territory of a rural electric membership corpora- 
tion and that a city light department be permitted to construct a line suitable 
for serving their cottages, since under § 55-4418 of the R.E.M.C. Act it is 
specifically provided that no one except a utility can ask for consent to serve 


in R.E.M.C. territory. 


By the Commiss1on—J. B. Bailey, 
Examiner: On June 17, 1948, peti- 
tioners filed their petition with this 
Commission in which they requested 
the Public Service Commission of In- 
diana to grant permission to the Co- 
lumbia City Light Department to con- 
struct a line suitable for serving our 
cottages. 

Under § 55-4418 of the R.E.M.C. 
Act it is specifically provided that no 
one except a utility can ask for con- 
sent to serve in R.E.M.C. territory. 


The Commission being fully ad- 
vised in the premises is of the opinion 
and now finds that it is without author- 
ity to act on the matters before it 
and that the petition should be dis- 
missed for lack of jurisdiction and it 
will be so ordered. 

It is therefore ordered by the Public 
Service Commission of Indiana that 
the petition herein be and the same is 
hereby dismissed for lack of jurisdic- 
tion. 











Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities; similar information re 


to government owned utilities ; 
ucts, supplies and services offer 


news concerning pom 
ed by manufacturers; 


also notices of changes in personnel. 


Springfield Announces Line of 
Standardized Two-Drum Boilers 


EVELOPMENT of a standardized line of two- 
drum water tube boilers, designated as 
Type C, in capacities ranging from 10,000 to 
45,000 pounds of steam per hour is announced 
by G. R. Atherton, president, Springfield 
Boiler Company, 1901 East Capital avenue, 
Springfield, Illinois, as a part of a program for 
simplifying selection and shortening delivery 
schedules for boilers in this size range. 
Widely known as builders of specially de- 
signed steam generating units, Springfield en- 
gineers expect to reduce engineering costs per 
unit to a nominal figure on the new line through 
use of the same component parts and standard- 
ization of dimensions for many jobs needed in 
the power, process, and heating fields. 


Nebraska Power District Buys 


Motorola Equipment 


HE Consumers Public Power District of 

Columbus, Nebraska, is installing a 
Motorola 2-way radio- telephone system for 
the purpose of maintaining contact to their 
service trucks. 

Motorola will provide equipment for 26 fixed 
stations located at the District’s various sub- 
offices and 180 mobile units in the Eastern Di- 
vision. These mobile units will be installed in 
trucks and passenger cars—155 in trucks and 
25 in passenger cars. 


G-E Appointments 


| * ee pers Cutts Jr. has been named manager 
of sales for the central station divisions of 
the General Electric Company’s apparatus de- 
partment, J. J. Huether, central station divi- 








sions manager, has announced, His headquar- 
ters will be in Schenectady, N. Y. 

Mr. Cutts formerly had been assistant man- 
ager of sales for the G-E meter and instru- 
ment divisions at Lynn, Massachusetts. He will 
be succeeded in Lynn by Donald E. Craig, who 
has been manager of sales for the unit sub- 
station section of the central station divisions. 

Simultaneously, four managers of sales for 

different sections of the central station divisions 
were announced as follows: E, N. Chilberg, 
eastern section; R. R. Owen, western section; 
J. W. Dodge, government section; and L. B. 
Proctor, Rural Electrification Administration 
section. These four will be headquartered in 
Schenectady. 


Hotpoint Completes Marketing 
Organization Program 


retewse a series of promotions and per- 
sonnel shifts made to strengthen and co- 
Ordinate marketing programs, F. J. Walters, 
vice president of Hotpoint, Inc., recently an- 
nounced the company’s completed marketing 
organization “for the long term competitive 
pull.” 

The divisions of the department directly re- 
lated to merchandising and selling under sales 
manager E. R, Taylor include the field organ- 
ization, merchandising division, and key ac- 
count specialists. Other sales units including 
product divisions, the utility division and build- 
ing division, will report to Walters. The man- 
agers of the product divisions: R. C, Cameron 
on electric kitchens; D. J. Irvine, range and 
water heaters; F. M. Slasor, refrigeration ; and 
L. I. Sweetland, home laundry, have been desig- 
nated staff assistants. 

Mr. Taylor announced that W. E. Macke is 


(Continued on Page 22) 


GRUENDLER CRAFTSMANSHIP SERVING INDUSTRY 64 YEARS 


Check your Coal Costs the scientific way 


The GRUENDLER COAL SAMPLING CRUSHER 


Enables you to determine the Actual Heat Units in any car of Coal 


The Coal or Coke fed into a Gruendier Coal Sampling Crusher is uniformly crushed 
and thoroughly mixed in one operation, assuring accurate analysis. Sampling 


takes so little time that moisture evaporation is negligible. 


Machine built with 


or without Rife Splitter and Riffle Buckets. 


Meets U.S. Bureau of Mines Standards 
IMustrated Bulletin No. 22 mailed on request 


GRUENDLER CRUSHER & PULVERIZER CO. 


2915-25 NORTH MARKET ST., DEPT. 2-PUF, ST. LOUIS 6, MO. 
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manager of the merchandising division with 
section heads being Mrs. S. M. Andrews, man- 
ager of Hotpoint Institute; J. C. Buggle, ned 
ager of merchandise materials ; H. C. Doss, 
sales promotion manager; R. S. Holtzman, ad- 
vertising manager; and C. H. Smith, sales 
training manager. 

Operating from the Chicago headquarters 
as key account specialists will be D. E. Ander- 
son and E. J. Sorenson. J. F. ‘McDaniel has 
been promoted to assistant sales manager. 

Mr. Walters said that E. E. McEwan has 
been named his assistant in the new set up. 
The new electric utility division is headed by 
D. R. Anneaux with a staff which includes W. 
L. Leavis, A. W. Peterson, J. A. Bell, A. H. 
Jaeger, and E. R. Sigler. The building divi- 
sion is headed by L. E. Stratton. 


Waidelich Named in Charge of 
Research for Austin Company 


LECTION of A. T. Waidelich as vice presi- 
dent in charge of research for The Austin 
Company was announced recently by George 
A. Bryant, president of the national engineer- 
ing and construction firm. In this capacity, Mr. 
Waidelich will supervise the company’s grow- 
ing volume of plant location surveys and eco- 
nomic and engineering reports, as well as its 
independent research projects. 
Mr. Waidelich joined the Austin organiza- 
tion as a structural designer in its New York 
district offices in 1936, and has been assistant 








VOLTAGE 
REGULATORS! 
Save Over 50%! 


VOLTAGE REGULATORS— 
Just 220 by Lelan! 
Orig. $40!— 50 


Lelan Type B Volta ogo = Regulators. Brand 
new! Range 0 to 1 5° cent. Save! 











VOLTAGE REGULATORS— 


73 G. E. Induction— $6750 


Orig. $300!— en 
. Primary volts 460. Secondary 
HP. 


Ty 
Volts “120" 120. Motor driven by 1/40 
120/1/60. Brand new! 


DEALERS! yon "Write for full particulars 


KELLY & CO. 


2007 OLIVE ST. — ST. LOUIS 3, MO. 








NOV. 24, 1949 


director of research at the company’s head- 
quarters in Cleveland since 1941. He is credited 
with major responsibility for development of 
the revolutionary H-section welded truss, and 
directed more than a score of surveys and re- 
ports that have been the basis for postwar 
projects in which more than fifty million dol- 
lars has been invested. 


Charlton Elected President 
Of Highway Trailer Co. 


Cr H. Payne, chairman of the board 
of Highway Trailer Company, Edgerton, 
Wisconsin, third largest producer of commer- 
cial trailers, announces the election of Henry 
L. Charlton as president of the corporation. 
Mr. Charlton who recently retired after twelve 
years as a vice president and director of Rey- 
nolds ‘Metals Company, succeeds E. A. Men- 
hall. 


Mich.-Wis. Pipe Line Puts New 
1,200 Mi. Line in Operation 


Mitta: WISscoNsIN Pipe Line COMPANY 
has put in operation its new 1,200 mile 
natural gas pipe line linking Michigan and 
Wisconsin with the Hugoton gas field in north- 
ern Texas, William G. Woolfolk, chairman, 
and Henry Fink, president, of the company, 
announced. ° 

This means that the supply of natural gas in 
Michigan will be quadrupled and that for the 
first time in its history the State of Wisconsin 
will be served with natural gas. Other com- 
munities which will receive natural gas for the 
first time are Ypsilanti, Michigan, and certain 
communities in Iowa and Missouri. 

The new line goes into operation six months 
ahead of schedule and at a cost substantially 
less than the $88,000,000 originally estimated. 


Dodge Offers 356 Trucks 
In New Line 


L. Cotpert, president of the Dodge Divi- 

e sion, Chrysler Corporation, has an- 
nounced a new and expanded line of trucks 
comprising 356 basic gross vehicle weight 
models. The enlarged line compares with 248 
models offered previously. 

The Dodge “Job-Rated” truck line now 
ranges from 4,250 to 23,000 pounds gross ve- 
hicle weight and up to 40,000 pounds gross 
combination weight to meet more than 9 
cent of all hauling needs. Nominal ratings have 
been increased to include some 2? and 34-ton 
models. 

The broadened coverage includes conven- 
tional truck models, dual purpose models, cab- 
over-engine models, cab-over-engine dual pur- 
pose models, school bus chassis, the four-wheel 
drive Power-Wagon, and Route-Van delivery 
trucks. 

Among the many new features announced 
on the new B-2 Series are: an electrical system 
which assists in improved engine performance, 
a new 5-speed synchro-shift transmission, a 

(Continued on Page 24) 
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NEWPORT NEWS 
MECHANICAL 
RACK RAKE 


Tur Newport News Mechani- 
cal Rack Rake is a power-operated 
rake for cleaning trash racks at wa- 
ter intakes for hydroelectric plants, 
steam plants, pumping stations, ca- 
nals and similar installations. It 
cleans the rack bars of trash and re- 
duces a former major hand operation 
to one of minor periodic activity. 








With Newport News Mechanical 
Rack Rake installations, one man 
Water users per shift can, under ordinary condi- 
troubled with trash are tions, keep the racks clean for a 
invited to write for 
new descriptive rack dozen bays. 
rake catalog. 





NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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YES, the haan 
PENN-UNION Connector ‘aqacauayy 


LARGER SURFACES 


for the WRENCHES—a good-sized 


HEX Top and Bottom 


The men who use connectors appre- 
ciate the better design of the Penn- 
Union—especially when they have to 
make a splice in close quarters, or any 
unhandy location. 


Better Design is a feature of the en- 
tire Penn-Union line, which includes 
Tees and Taps, Straight Connectors, 
Terminals, Grounding Clamps, and 
many more fittings . . . every one thor- 
oughly dependable, mechanically and 
electrically. Preferred by leading users, 
who have found that “Penn-Union” 
on a fitting is their best guarantee of 
unfailing service. 


Sold by Leading Wholesalers 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. 


The COMPLETE Line of Conductor Fittings 


PENN-UNION 


CONDUCTOR FITTing ™ 








new 5-speed syncho-shift overdrive transmis- 
sion, cyclebonded brake linings as standard 
equipment on all models, and a steering column 
gearshift and a convenient hand brake under 
the center of the cowl on 4, # and 1-ton models. 

One completely-new engine is among the 
seven offered in the new line. 

Fourteen new models have been added to the 
14-ton group to broaden the Dodge coverage 
in that group to 92 GVW options. Dodge now 
offers three basic models in the 14-ton group 
ranging from 7,000 to 16,250 pounds in seven 
different wheel bases. 


Delta-Star Appointment 


ELTA-STAR ELectric Company, Chicago, 

has recently appointed A. J. Elggren & 
Sons Company, 428 South West Temple street, 
Salt Lake City 13, Utah, as district representa- 
tive for the States of Idaho and Utah. John 

Elggren, en ineer, will personally cover 
field contacts while A. Lewis Elggren, office 
manager, will handle direct calls. 


U. S. Instrument Has New Line 
Of Sound Powered ‘Telephones 


HE UNITED STATES INSTRUMENT CORPORA- 

TION of Summit, New Jersey, announces 
their new line of sound powered telephones 
for industrial and mine use in a new catalog 
just released. 

These stations, which operate without bat- 
teries or any outside power for either talk- 
ing or ringing circuits, have been completely 
redesigned inside and out and incorporate new 
features. 

All operating parts are mounted on the cover 
which lifts off, leaving the case conveniently 
free for installation of interstation wiring. “O” 
ring gaskets of synthetic rubber are used to 
seal all openings in the rugged aluminum case, 
insuring complete watertightness, 
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One of its many exclusive features is the famous 
MANCHESTER POSITIVE PLATES with their 
unique lead button construction. The buttons— 
rolled strips of corrugated soft lead—are pressed 
into holes of the lead-antimony grid. Forming 
action expands the buttons and locks them se- 
curely in place. Only a comparatively small por- 
tion of the total lead is formed initially into 
active material . .. the balance is available for 
gradual conversion in service. 


THE PERMANIZED NEGATIVE PLATES are 
constructed of a lead-antimony grid, or frame- 
work, with a series of vertical ribs connected by 
short horizontal bars. Bars are flush with plate 
surface ... extend only part way through the 
plate ... are staggered on opposite sides. The 
active material . . . sponge lead . . . is formed of 


Public Utilities Fortnightly 


NEW - LOE MN battery 


for dependable SWITCHGEAR SERVICE 


“Exide” Reg. Trade-Mark U.S. Pat. OF. 


vertical strips or ribbons that extend from top to 
bottom of the plate between the vertical ribs and 
is locked in place by the horizontal bars. 

The new EXIDE-MANCHEX BATTERY has a 
high, 1 minute rating. It will provide up to 100% 
more capacity in the same given space. 

LONG LIFE...LOW MAINTENANCE COST...IMPROVED 
ELECTRICAL CHARACTERISTICS... INCREASED POWER 


(watt) OUTPUT PER UNIT OF SPACE... LESS WEIGHT PER 
AMPERE HOUR OUTPUT... ATTRACTIVE INSTALLATION 


> 


BATTERIES 


1888 — Dependable Batteries for 61 Years — 1949 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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1 plan helps prevent all 3 


ony do Bonds represent a 
1 


The experience of more than 
20,000 companies shows how 
your company can benefit if 
you boost your emp.oyee-par- 
ticipation in the Payroll sl 

. ings Plan: The more U. S. 
Savings Bonds each employee 
holds, the more secure he 
feels. The more secure he 
feels, the greater his peace of 
mind—the more contented, 
careful, and productive he is 
on the job. 


EVERYBODY BENEFITS! 


The Bond buyer gets back $4, 
when his Bonds mature, for 
every $3 he invested. Not 


The Treasury Department acknowledges with appreciation the p 


Pusiic Utiities ForTNIGHTLY 


backlog of purchasing power 
that will help assure future 
prosperity — Bonds also in- 
crease our security by spread- 
ing the national debt. 
FIVE STEPS BOOST PARTICIPATION 

1. See that a top manage- 
ment man sponsors the Plan. 


2. Secure the help of the em- 
ployee organizations in pro- 
moting it. 

3. Adequately use posters and 
leaflets and run stories and 
editorials in company publi- 
cations to inform employees 
of the Plan’s benefits to them. 


4. Make a person-to-person 
canvas, once a year, to sign 
up participants. 

These first four steps should 
win you 40-60% participation. 
Normal employee turnover 
necessitates one more step: 


5. Urge each new employee, 
at the time he is hired, to 
sign up. 

All the help you need is 
available from your State 
Director, U. S. Treasury 
Department, Savings Bonds 
Division. He is listed in your 
telephone directory. 


blication of this ge by 





© 


This is an official U. S. Treasury advertisement 
prepored under the auspices of the Treasury Department and The Advertising Council. 
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FISCAL 








This is strictly 
your problem ... but this needn’t be! 


— 


@ You wouldn’t call on a bank to engineer a new power sys- 
tem. But if you have a new fiscal program to “engineer” — or any 
financial problem to solve—that’s a different story. 


a a a RT re nt poe oe pm pe pr pr rp 


= 


One entire department of the Irving Trust Company, for in- 
stance, specializes exclusively in public utilities. Here you can 
discuss your business with understanding men who combine 
financial “know-how” with an intimate working knowledge of 
the industry itself. 


If you would like to know more about our Public Utility 
Department, why not give us the opportunity to tell you? 


Tom P. WaLtKER—Vice President in charge 


IRVING GRusT 





ONE WALL STREET NEW YORK 15, N.Y. 
Capital Funds over $117,000,000 Total Resources over $1,100,000,000 


WituraM N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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What we really make is Time 








It 1s faster to 


Hane A WALL 


than to 


Pie IT UP 


Lit TLE blocks, say 2'x4"x8",don't pile up very fast. 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson's real product is time. 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 
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Point is, we integrate the right materials with 


exclusive designs and pr of manufacture, 





round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 
all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


LA f 


| 







H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, PITTSBURGH, PA. 


* 
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Dodge “‘Job-Rated” Chassis Features 


©@ SUPER-FRICTION CLUTCHES. Large frictional 
areas. “‘Job-Rated’”’ for smooth action and 
long life. 

© RUGGED 3, 4 or 5-SPEED SYNCHRO-SHIFT TRANS- 
MISSIONS —‘“‘.Job-Rated’’ for the load. Carbu- 
rized gears; heat-treated shafts; antifriction 
bearings throughout. 


© FULL-FLOATING REAR AXLES . . . Hypoid de- 
sign; benpestyse —* * “Job-Rated”’ 
for the load ing life . . low upkeep cost. 


© CYCLEBONDED BRAKE LININGS (no rivets) pro- 
long brake life. 


© CROSS-TYPE STEERING . . . Sharp turning 
angle; easier handling, and parking. 


© SAFETY-LOCATED GAS TANKS . . . Outside the 
cab, NOT inside! 


© NEW STEERING COLUMN GEARSHIFT... Standard 
equipment on }4-, %4- and 1- ton models 
with 3-speed transmissions . . . provides 
easier handling, more unobstructed floor 
space, greater safety of operation. 


© “RIGHT-SPOT” HAND BRAKE ... under the 
center of the cowl . . . right where you 
want it. Standard on all %-, 34- and 1-ton 
models. Provides unobstructed floor space; 
easier passage through either cab door. 


Job-Rated" TRUCKS 
are priced with the lowest ! 
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It’s what you get for what you pay 
that counts! 

Read, on this page, why Dodge ‘“‘Job- 
Rated” trucks offer you extra value. 
Then, see your Dodge dealer. Ask him 
to quote you the price of the Dodge 
.“‘Job-Rated” truck that fits your job. 
You'll get more for your money . 

in performance, in economy, in long- 
lasting truck satisfaction. 


Dodge “Job-Rated” Engine Features! 


e FAMOUS DODGE L-HEAD TRUCK ENGINES .. . “Job- 
Rated” for your loads; save gas, oil. 


© COMPLETELY SPLASH- AND DUST-PROOF ELECTRI- 
CAL SYSTEM. . . with high-output generator. Resistor- 
type spark plugs, and high-output coil, insure amazingly 
smooth engine operation; longer plug life. 


e EXHAUST VALVE SEAT INSERTS. . . resist wear and 
pitting. Reduce valve grinding; preserve performance. 


e REPLACEABLE PREFITTED MAIN BEARINGS. . . pre- 
cision, long-life quality. Reduce maintenance costs. 


e FULL-PRESSURE LUBRICATION . . . positive pressure 
to main, connecting rod and camshaft bearings and 
camshaft drive, prolongs engine life. 


e FULL-LENGTH CYLINDER COOLING . . . 4-RING 
ALUMINUM ALLOY PISTONS... OIL-BATH AIR CLEANER 
and many other money-saving features! 


Tor the good of your business — 
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The 
Analysts 
Journal 











--- 42 etsential reading | 


for every well-informed 
Public Utility Executive 





Published quarterly, this profes- 
sional journal concerns itself 
with the important financial 
problems confronting our major 
industries. Your organization 
should have it available 
for ready reference 


Subscription Price — $4 per Year 


Published by 
The NEW YORK SOCIETY OF SECURITY ANALYSTS, Inc. 
25 Broad Street, New York 4, N. Y. 

















9 





November 24, 1949 Public Utilities Fortnightly 31 

















MERCOID 


AUTOMATIC CONTROLS 
FOR INDUSTRIAL APPLICATIONS 
REQUIRING POSITIVE CONTROL 
OF PRESSURE, TEMPERATURE, 
iS LIQUID LEVEL ETC. i 


®% SIMPLE TO ADJUST FORTHE ®& 
% SPECIFIED OPERATING RANGE % 


MERCOID CONTROLS ARE EQUIPPED 
WITH MERCURY SWITCHES, THEREBY 
INSURING GREATER SAFETY, BETTER 
PERFORMANCE AND LONGER CONTROL LIFE 


4 WRITE FOR CATALOG 6005, > 


THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 


SCOOODDDDDODAOODOOOO COC O0O0O 
oR oo oReo me eokeweoeenenenenekeonenenenenenemenenen® 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tue American Appraisat Company 
ORIGINAL COST STUDIES e VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 

















DAY & ZIMMERMANN, INC. 
ENGINEERS , 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 














ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 














$4 Ford, Bacon & Davis 
RED) vasearions Engineers cousrtyeno" 


NEW YORK @ PHILADELPHIA @ CHICAGO e LOS ANGELES 

















GILBERT ASSOCIATES, Inc. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas : Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction e e Personnel Relations 
Inspections and Surveys Reading New York Heuston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 
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PROFESSIONAL DIRECTORY (continued) 








FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 


FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 








—— HENKELS & McCOY —— 




















Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WAYS 
OVERHEAD UNDERGROUND CHEMICAL CONTROL 
CONSTRUCTION MAINTENANCE PHILADELPHIA TREE TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 














HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











Soe halji an 


ENGINEERS 








WILLIAM S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROCTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 
REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 











Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 








231 SOUTH LA SALLE STREET. 





m Complete Services for GAS and ELECTRIC Utilities 
rem acre anes nes MARA TEE 


PIPING 


Complete Plants Additions or Installations 
ENGINEERS © CONSTRUCTORS © MANUFACTURERS 


y detail geared to more profitable operation 


etails 








SANDERSON & PORTER 
S&P 


ENGINEERS 
AND 
CONSTRUCTORS 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utslities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Re ports——Appraisals 
Consulting Engineering 





80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 
» Sewage and industrial Waste Probie: 
Airfields, Refuse incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 


LUCAS & LUICK 
ENGINEERS 
DESIGN CONSTRUCTION SUPERVISION 
OPERATION AGEMENT, APPRAISALS, 
INVESTIGATIONS: REPORTS, RATES 


231 S. LaSaLie St., Cxicaco 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and _ re- 
rts, desi and supervision of con- 
tility Properties 


KANSAS CITY, MO. 


struction of Public 
4706 BROADWAY 


A. S. SCHULMAN ELEctTrRIC Co. 
Contractors 
TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn St. CxiIcaco 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











W. C. GILMAN & COMPANY 


Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 


UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Boston - Chicago - Los Angeles - New York 
Philadelphia - Woonsocket 








nner ers 





JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 














JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Aguentants - mvestigntiens - Reports 
in connection with 

rate inquiries, de ou ae capital 

reclassification, orig security issues. 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 











Mention the FortniGHTLY—It identifies your inquiry 
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For efficient switching equipment in ratings 
this high have your engineers consult Delta- 
Star. Some of the world’s highest voltage 
transmission lines are equipped with Delta-Star 
switches up to 287-kv. You can depend on 
this tried and proved equipment to give you a 
maximum of service and economy. 


Call our nearest district office for details. 


230 KV——1200 Amp 
S. P. UNIT with grounding switch 


DELTA-STAR 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





City decentralization—away from 
traffic jams—requires more generat- = - 
ing equipment, new facilities that cost : s, 


Decentralization also means less 
business downtown. Property values 
drop! TAX RATES CLIMB! 


Million-dollar superhighways and 
freeways mean SOARING TAX RATES. 


Modern transit methods use street 
space most efficiently. That means sve 
LESS traffic, MORE customers, stim- 
ulated business! 





Apparatus Department, General Electric Company, Schenectady, New York 


GENERAL ($6) ELECTRIC 


